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WEDNESDAY, FEBRUARY 27, 1952 


UNITED STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The committee met at 2:30 p. m., pursuant to recess, in room F-82, 
the Capitol, Hon. Harley XL Kilgore (chairman of the subcommittee ) 
presiding. 
Present: Senators Kilgore and Ecton. 


TREASURY DEPARTMENT 
BurEAU OF INTERNAL REVENUE 


STATEMENTS OF JOHN B. DUNLAP, COMMISSIONER, BUREAU OF 
INTERNAL REVENUE; T. C. ATKESON, ASSISTANT TO THE 
COMMISSIONER, BUREAU OF INTERNAL REVENUE; F. I. EVANS, 
HEAD, BUDGET AND FINANCE DIVISION, BUREAU OF INTERNAL 
REVENUE; J. N. McCOLLUM, ASSISTANT HEAD, BUDGET AND 
FINANCE DIVISION, BUREAU OF INTERNAL REVENUE; AND 
H. A. SERR, TECHNICAL ADVISER TO THE DEPUTY COMMIS- 
SIONER, ALCOHOL AND TOBACCO TAX DIVISION, BUREAU OF 
INTERNAL REVENUE 


REORGANIZATION PLAN NO, 1 


Senator Kitcore. The hearing will come to order, please. 

We have with us again this afternoon Mr. John B. Dunlap, Com- 
missioner of Internal Revenue, and his associates. 

Before proceeding further, may I say that you have undoubtedly 
read the statement made by Senator George on the question of re- 
organization which we were ‘talking about vesterday. 

Do you have anything to say in reply to that in the record at, this 
time? 

Mr. Dunuap. I have not had time, Mr. Chairman, to completely 
analyze that. We are having our staff do that. Since I left here, | 
have been completely snowed under. I appeared before another com- 
mittee this morning, in fact, two of them, and I just have not had 
time to analyze it completely. 

Senator Kicorr. Before the hearings are over, if possible, will you 
give us an answer to the question raised i in his statement? 

Mr. Dunuap. Yes, sir; we are preparing that. 

Senator McClellan, as you know, very kindly extended us the 
privilege of coming back before the committee; and we are preparing 
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our statement. If that is satisfactory, we will just deliver to you a 
copy of the complete answer on the thing. 
Senator Kircorer. That will be fine, and we will put it in the record. 
Mr. Dunuap. Yes, sir. 
(The statement referred to is as follows:) 


STATEMENT BY COMMISSIONER OF INTERNAL REVENUE JOHN B. DUNLAP 


I appreciate this opportunity to appear again before your committee in behalf 
of the President’s Reorganization Plan No. 1 of 1952. Since my last appearance, 
the committee has received the testimony of a number of additional witnesses. 
Most of these witnesses have testified in support of the President’s plan; and for 
that I have been very grateful. 

We have also given the most careful consideration to the principal questions 
expressed by a few of the witnesses concerning the plan. It seems to me that I 
might be helpful to the committee at this time, if 1 expressed the results of our 
analysis of these questions. 

The Secretary and I have already expressed to the committee our views on 
most of these points, but I welcome the opportunity to restate them and to 
clarify our answers at this time. 

Differences of opinion, of course, are inevitable and naturally arise whenever 
an important step is taken, and, I dare say, it is impossible to formulate any 
plan for the organization or reorganization of the Bureau which will win unani- 
mous approval. If we should try to formulate such a plan and wait for universal 
agreement, then I fear that we would wait forever to fashion a more modern and 
efficient revenue service. Instead, it seems to me that we have taken the more 
practical course of evolving a plan after a period of 5 years of study of our prob- 
lems and proposals by congressional and other groups. As the Secretary has 
stated, the plan represents not only the thinking of those who have studied the 
revenue system within the Treasury Department but also represents the best 
features of plans, studies, and reports made by congressional committees, by the 
Hoover Commission, and by the management engineering firm employed under 
the authority of Congress to study the organization of the Bureau of Internal 
Revenue. 

With this perspective, I would like to comment on the questions on the reorgan- 
ization plan which appear to be of greatest concern. 


1. Elimination of political appointment of collectors 

The first point is the elimination of the political appointment of collectors. 
To my knowledge, there has been only one witness before this committee who 
has testified in favor of retention of the present system of appointment of col- 
lectors, but I realize that interest in that subject is more widespread. 

The reorganization plan is designed to make the internal revenue service a 
blue-ribbon civil-service-career organization with only the Commissioner of 
Internal Revenue—as its top policy-forming official—appointed by the President 
with the approval of the Senate. 

Thus the reorganization plan clearly presents the issue to the Congress of 
whether it will reject the President’s recommendation that the tax collectors be 
taken out from under the political patronage system. 

Allow me to repeat the reasons which have been given by the Secretary and 
others for eliminating the political appointment of collectors. Basically the 
reasons are these: 

First: The political appointment of collectors stands in the way of basic reforms 
and streamlining needed for the revenue system. The revenue system has grown 
up on all sides of the collector’s office, with highly competent career people direct- 
ing the many other field functions of the revenue service. Necessary consolidation 
of our field forces is hampered by the continuation of the collector’s office as an 
island of political appointment. 

Second: The collector’s position is not a policy-forming position and therefore 
it is neither necessary nor appropriate that it be filled by Presidential appointment. 
The collection duties today are technical and administrative and are clearly of a 
type which should be within the framework of our civil-service system. 

Third: The importance of the revenue collection job and the necessity that the 
public have full confidence in the fairness and impartiality of revenue officials 
requires that revenue officials should be free from the burden of local political 
obligations. Among our finest collectors are some who are career people and have 
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grown up in the revenue service. Many of our politically appointed collectors 
are doing a fine job too, but no collector should be called upon to bear the burden 
of political obligation. 

Tax collection is the biggest business in this country and it should not be 
attended by involvements in local political situations. 

Fourth: Since collectors are not appointed by and cannot be removed by the 
Commissioner or Secretary, some have not been fully responsive to proper super- 
vision by Bureau headquarters. This has been our experience over the years. 

This whole reorganization plan results from our experience and study of defects 
in the present system. This has revealed that one of the most serious defects is 
the political appointment of collectors. As the report of the Hoover Commission 
has pointed out, elimination of the political appointment of collectors will remove 
“one of the chief handicaps to effective organization of the Department.” 


2, Streamlining of authority 


Another plan of concern which some have expressed with regard to this plan 
is that it places greater authority in the Secretary of the Treasury. 

The fact is that the reorganization plan does not change the relationship be- 
tween the Commissioner of Internal Kevenue and the Secretary which was es- 
tablished a year and a half ago, with the consent of the Congress, under Reorgani- 
zation Plan No. 26 of 1950. The reorganization plan before you now—Reorgani- 
zation Plan No. 1—leaves that basic relationship alone. 

To repeat, the fact is that all revenue officials, regardless of their titles, have 
since 1950 been operating under authority delegated by the Secretary of the 
Treasury pursuant to Reorganization Plan No. 26; and, under the new reorgani- 
zation plan, the revenue officials, regardless of their new titles, will continue to 
function pursuant to authority delegated by the Secretary under plan No. 26. 

The policy involved in the grant of authority to the Secretary, under Reorgani- 
gation Plan No, 26, should not be confused with the internal organizational and 
operational features involved in this reorganization plan. This plan does not 
involve the policy of the Secretary’s authority over revenue functions; this plan 
only involves the structure for administration within the Eevenue Bureau. It is 
a plan based entirely on our experience with day-to-day operations. 

1 wish to emphasize as strongly as I can that considerations of policy not in- 
volved in this plan should not be permitted to obscure the benefits to be derived 
from it. The plan will streamline operations, pin-point responsibility, and pro- 
vide tighter supervisory control within the Bureau and at the same time accord 
greater service to taxpayers. These are the goals which are sought to be accom- 
plished by this plan and which in my judgment can, and will, be accomplished 
under it. 

3. The inspection service 

Another point on which some persons have raised a question is the role of the 
inspection service under the reorganization. The comment has been made that 
the inspection service may, through review of individual cases, slow down the 
entire settlement procedure. 

Nothing in the President’s plan is designed to put any road blocks in the 
settlement of tax controversies on their merits. The Inspection Service will not 
be injected into the deliberations between taxpayers and revenue agents in the 
settlement of cases. The Inspection Service will not concern itself with the 
technical review of tax rulings or tax determinations and settlements, except to 
the extent that such review becomes necessary in situations where collusive action 
may appear to be present. It will not detract one bit from the authority of 
responsible officials to enter into the settlement of cases. 

he Inspection Service is necessary to insure the continued efficiency of our 
organization and the constant maintenance of the highest standards. The 
strengthening of the Inspection Service under an official with the status of an 
assistant commissioner is one of the most important elements of the tighter super- 
visory control of revenue administration which this reorganization plan will make 
possible. I know that no one who has been aware of recent developments in tax 
administration would deny the responsible officials of the Revenue Bureau the 
opportunity to provide for a better supervised organization. 
4. Legal basis for the structure of the Revenue Service 

Another question which has been raised is whether confusion will result from 
the abolition of certain statutory offices under the plan. 


You may be assured that this aspect of the reorganization plan was carefully 
considered before it was presented to the Congress. It is true that there are 
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many places in the Internal Revenue Code where officers, such as the “‘collector’’ 
are referred to, but I am confident that confusion need not result with respect to 
these provisions of law or the operations of the Revenue Service as the result of 
Reorganization Plan No. 1 

Questions of this kind were anticipated and fully dealt with by the Reorganiza 
tion Act of 1949, which is the basic authority for the many reorganization plan- 
the Congress has since approved and for this one as well. The Reorganizatio: 
Act of 1949 contains a section which saves the statutory provisions relating t« 
rights, responsibilities, and duties in connection with functions affected by a 
reorganization plan. 

As a matter of fact, the functions which are performed by collectors of internal 
revenue are performed by them today by reason of a delegation of authorit, 
from the Secretary of the Treasury to the collector pursuant to Reorganizatio: 
Plan No. 26 of 1950. This system has been in effect for a year and a half and no 
confusion has resulted. 

Moreover, I wish to point out that the use of the reorganization plan to effect 
this important realinement of functions within the Revenue Bureau is in accord- 
ance with whole concept of management improvement expressed by the Hoover 
Commission studies and by the Congress in its approval of the Reorganization 
Act of 1949. One of the reasons that act was passed was that the Congress had 
found that it was not feasible to enact far-reaching changes in organization per 
meating widely through the executive branch by means of direct legislation affect - 
ing the de tailed operations of specific agencies. 

I am hopeful that misapprehension as to the effect of any of these matters wil! 
not be permitted to obscure the real nature and benefits of the reorganization plan 
There is no question but that our revenue collection machinery will continue in 
all its effectiveness after approval of this plan—augmented by the streamlined 

organization which this plan will make possible. 


&. Trial by jury in suits for refund 


Another question which has been raised is whether the right of taxpayers to 
obtain a jury trial in a suit against the collector will be preserved. This is another 
subject which was very carefully studied before the reorganization plan was 
presented to the Congress. 

In passing, you may be interested in knowing that suits against collectors 
involving jury trial are not the normal or usual method by which taxpayers seek 
to obtain a court determination of tax liability. The usual route in income tax 
cases is through appeal to the Tax Court—which is an avenue open even before 
payment of tax. Where the taxpayer chooses not to go to the Tax Court, a sui! 
against the United States in the district court or the Court of Claims is the usual 
procedure. Only rarely is a suit against a collector with jury trial resorted to 
As a matter of fact, in the last two fiscal years there were not more than 22 of such 
cases per year. However, it is recognized that this is a valuable right and there is 
every intention under the reorganization plan to preserve that right. 

Mr. Chairman, I would like at this time to make a part of the record and read 
to your committee the letter on this subject addressed to you by the Secretary of 
the Treasury. The letter is as follows: 

FEBRUARY 29, 1952. 
Hon. Jonn J. McCuEe.ian, 
Chairman, Committee on Expenditures in the Executive Departments, 
United States Senate, Washington, D. C. 


My Dear Mr. CuHarrman: During consideration by your committee of Re- 
organization Plan No. 1 of 1952, providing for reorganization of the Bureau of 
Internal Revenue, some concern has been shown over the effect of the plan upon 
suits for refund of internal revenue taxes and upon the presently existing right to 
a jury trial in suits against the collector. I am aware of the concern in this con- 
nection which you expressed during the testimony of the Director of the Bureau 
of the Budget on Reorganization Plan No. 1, and which has been indicated in 
inquiries to the Department by members of your staff. In his testimony on Febru- 
ary 26, 1952, Senator George said that abolition of the statutory office of collector 
raises a very serious question whether the right will survive. At its recent mect- 
ing in Chicago the section on taxation of the American Bar Association also indi- 
cated concern in this regard. 

In view of these expressions of concern, I am taking this opportunity of assuring 
your committee that the reorganization plan will not deprive the taxpayer of the 
right. of suit with a jury trial that he now has against the collector. I am enclosing 
a copy of a memorandum prepared by the Department’s general counsel discussing 
the matter in detail. 


Di 
su 
co 
th 
ca 


the 
Re 
do 
inc 
Th 
leg 
ple 
enl 
sug 
enl 


col 
sui 


col 
pla 


tha 
pla 
Un 
era 
De 
aga 
of t 
the 


tria 
rea 


The 


pre 
Int 


tax) 
ing 
mis 
vol 
tur! 











































































































































TREASURY AND POST OFFICE APPROPRIATIONS, 1953 481 
I understand that three specific situations have been mentioned by those who 
have indicated concern: (1) the effect of the reorganization plan on suits for re- 
funds already begun against collectors; (2) the effect on the right to sue a collector 
to whom taxes have been paid but against whom a suit has not been begun; and 
(3) the effect on the right to this type of suit where taxes are paid after collectors’ 
offices are abolished. While the memorandum does not separate these various 
situations, each of them is fully covered in the assurances that the reorganization 
plan will not deprive the taxpayer of existing rights. With respect to the first two 
situations, the memorandum points out that since a suit against a collector is a 
personal action for money had and received, it can be brought or continued against 
a collector to whom the money was paid, even though he is out of office or his office 
is abolished, and it can be brought or continued against his estate if he has died. 
With respect to the third situation the memorandum points out that suit could be 
brought against the deputy district commissioner, just as it is brought against the 
collector at the present time. 

We have reviewed the memorandum submitted by Senator George in connection 
with his testimony on February 26, 1952, and find nothing in it which easts any 
doubt on the conclusion that the present rights will survive. 

It should be noted particularly that the general counsel’s memorandum recog- 
nizes the many procedural involvements and difficulties that now characterize 
suits against collectors with jury trial, and recommends that the Congress give 
consideration to a more direct and satisfactory form of action by way of enlarging 
the right of suit against the United States, with provision for jury trial in such 
case. 

Reorganization Plan No. 1 is necessarily limited to organizational features of 
the Bureau of Internal Revenue, because the President's authority under the basic 
Reorganization Act of 1949 is so limited. Therefore, the reorganization plan 
does not offer the legislative medium for curing the problems which already exist, 
independently of Reorganization Plan No. 1, in relation to suits for refund of taxes. 
The existing rights of taxpayers in that respect can be improved only by separate 
legislation outside of the reorganization plan. The approval of the reorganization 
plan would in nowise impede the Congress in taking separate legislative action to 
enlarge existing rights of taxpayers in suits for refund of taxes. I endorse the 
suggestion in the enclosed memorandum that the Congress consider legislation to 
enlarge these rights. 

I trust that these assurances will allay any fears that any members of your 
committee may have entertained in connection with the survival of the right of 
suit with a jury trial. 

Sincerely, 





Joun W. SNYDER, 
Secretary of the Treasury. 


I should also like to make a part of the record the memorandum of the general 
counsel of the Treasury Department referred to in the Secretarv’s letter. I have 
placed this memorandum at the end of my statement as an attachment. 

In order to provide the greatest assurance to this committee and to all citizens 
that the present right to jurv trial in tax-refund suits will be preserved under this 
plan, the Secretary also requested the legal opinion of the Attorney General of the 
United States. It is important to note in this connection that the Attorney Gen- 
eral has charge of the defense of all such suits; and accordingly the opinion of his 
Department is conclusive as to whether any technical objection would be raised 
against jury trial in a suit against a deputy district commissioner. The conclusions 
of the Attorney General’s office on this matter have been expressed in a letter to 
the Secretary of the Treasury, dated February 28, 1952. 

This letter makes it absolutely clear that the present right of taxpayers to jury 
trial in suits for refund will continue under the reorganization plan. The letter 
reads as follows: 

FEBRUARY 28, 1952. 
The honorable the SPcRETARY OF THE TREASURY, 
Washington, D. C. 


My Dear Mr. Secretary: You have called my attention to the memorandum 
prepared for you by Thomas J. Lynch, your general counsel, dated Feb. 15, 1952, 
in regard to the effect of Reorganization Plan No. 1 of 1952 upon the right of a 
taxpayer to a jury trial in a tax-refund suit. Mr. Lynch concluded that the exist- 
ing suit against collectors will survive as a suit against the deputy district com- 
missioners (upon whom the duties formerly performed by collectors will be de- 
volved under the plan) and that the existing right of trial by jury will not be dis- 
turbed in any manner. 
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You have likewise called my attention to the legal memorandum which was 
affixed as an appendix to the statement made by Senator Walter F. George on 
February 26, 1952. The writer of that memorandum expresses serious doubt as 
. whether the right of action against collectors can survive the adoption of the 
plan. : 
You have asked for comments by the Department on these memoranda. It is 
believed that consideration of the premises of the second one will lead to a decision 
as to which is the sounder conclusion. 

The experience of the Department indicates that the author of the appendix 
memorandum has placed too much weight upon Moore Ice Cream Co. v. Rose 
(289 U. S. 373), and, furthermore that, although he cites, he evidently did not 
understand the background of U’nited States v. Kales (314 U. 8. 186). That back- 
ground was this: viz, that this Department, using in general the line of argument 
and the cases which the writer of Senator George’s memorandum used, argued that, 
beginning with the act of February 26, 1845 (5 Stat. 727); the suit against the 
collector was converted into a statutory remedy; aisc, that subsequent enactments 
removed from it all significant resemblance to a common-law suit and established 
it beyond question as a statutory remedy. 

That argument, which failed in 1940, is unavailable in 1952, for the Supreme 
Court, first in United States v. Kales (314 U. 8. 186), and, shortly after, in United 
States v. Nunnally Investment Co. (316 U. S. 258), definitely refused to follow the 
implications of Moore Ice Cream Co. v. Rose, supra. In the Kales case, the Court 
held that the right of action, which had been continued down through the years, 
was identical with that which had existed before Congress enacted the statutes 
on which the Government was then relying as showing that the nature of the 
action had changed; it expressly followed Sage v. United States (250 U. 8. 33), 
and Smietanka v. Indiana Steel Co, (257 U. 8. 1). And in the Nunnally case, 
after quoting from Kales, the Court stated that an imposing series of cases has 
fortified the original authority of the doctrine of the Sage case. 

Thus, the two most recent decisions of the Supreme Court on the point have 
destroyed, as a premise for any conclusion, the argument that the common-law 
basis for the action against the collector has been expressly removed by legisla- 
tion. And, since the right to maintain such a common-law suit does not arise 
by statute, no discernible reason remains for doubt as to the survival of the 
principle if the office of collector is abolished and duties that officer performed 
are otherwise devolved. 

The criticism of the reliance by your Department on Philadelphia v. The 
Collector (5 Wall. 720) seems improper, in view of the decisions both before and 
since that case was decided. The Court approved the action of assumpsit for 
money had and received as an appropriate and effectual remedy. It did not 
recognize the action against the ecllector in assumpsit as in any way dependent 
upon any specific statutory provisions. The real significance of that decision 
appears to lie in its demonstration of the adaptability of our judicial system. 
The earlier cases (Elliott v. Swartwout, 10 Pet. 137; Cary v. Curtis, 3 How. 236; 
Curtis v. Fiedler, 2 Black 461, and others), applying the law of agenev, worked 
out a remedy for erroneously collected import duties. After the Office of the 
Collector of Internal Revenue was established during the Civil War, the remedy 
devised in reference to customs was found broad enough to afford redress in the 
courts to those who had overpaid internal-revenue taxes. 

Philadelphia v. The Collector, supra, represents an extension of a logical remedial 
device broader than the presently proposed change would require. The vitality 
of the device over the years is attested by such decisions as Patton v. Brady (184 
U. S. 608), holding that the action will survive against the collector’s personal 
representative; Smietanka v. Indiana Steel Co., supra; Union Trust Co. v. Wardell, 

(258 U. 8. 587); and Loewe Bros. Co. v. United States (304 U. 8S. 302). 

The usefulness, the fitness, and the vitality of this common-law remedy indicate 
to this office that courts will have no difficulty in applying the doctrine, fixing 
responsibility for overcollection upon the collecting agent, to the public officials 
who may hereafter succeed to the duty of collecting the revenues. 

With kind personal regards, 

Sincerely yours, 
Josern C,. Duccan, 
Assistant Attorney General, Executive Adjudications Division 

(For the Attorney General). 


In view of these assurances from the chief legal officer of the Government, I sub- 
mit that there need be no fear that suits against collectors, as a form of suit, will 
either be abolished or fundamentally changed under the reorganization plan. 
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6. Legality of the plan under the Reorganization Act of 1949 


It has also come to my attention that some question has been raised as to 
whether the plan conforms in all respects to the Reorganization Act of 1949. 

There need be no concern on this point whatsoever. Prior to its submission to 
the Congress, the plan was given the most painstaking analysis on this matter; 
and, in accordance with the procedure in connection with all reorganization plans, 
the ‘plan was referred to the Attorney General for final approval as to form and 
legality. There is attached to my statement correspondence with the Depart- 
ment of Justice on this matter, including the report of the Acting Attorney General 
that the plan and the President’s accompanying message are in accordance with 
the provisions of the Reorganization Act of 1949. 


7. Study and development of the plan 


The last of the questions relating to this plan which seems to be of concern to 
some people is whether it represents hasty action, and whether more time should 
be spent in further study. 

The Department has already documented before this committee the many years 
spent in study and preparation and review of reports, which have gone into the 
necessary background work for the development of this plan. These studies have 
been under way since 1946. I personally aided in the development of one of its 
more important phases as far back as 1947. 

The plan draws from the best features of the suggestions and reports of congres- 
sional committees, the Hoover Commission, and the management-engineering 
firm authorized by the Congress to study Bureau reorganization. In 1948, the 
Advisory Group to the Joint Committee on Internal Revenue Taxation, which 
made a study of the Bureau organization, stated in the course of its report: 

“The Bureau needs a 2- to 4-year period to analyze and diagnose its manage- 
ment problems and to test and experiment with possible solutions. For this 
activity it should employ the best talent and techniques that are available, both 
within and without the Bureau organization.” 

We have followed this course by employing all the means at our command to 
make the study suggested. This reorganization plan is the result, 

It is somewhat ironic to have the plan criticized by some on the ground that 
further time and more years of study are necessary before a reorganization of 
the Bureau of Internal Revenue should take place and‘at the same time to have 
the plan criticized by others on the ground that the Bureau should have brought 
this plan out sooner in view of the recommendations of the various study groups 
over the years. 

It is well nigh tragic to suggest more years of study in view of the amply 
demonstrated fact that we are attempting to administer a $70 billion revenue 
system with the same type of organizational structure employed in the early 
years of this century. 

Indicative of the fact that we are now ready to proceed is the fact that the 
plan has received the endorsement of prominent persons and groups that have 
studied Bureau organization. 

Representatives of the Citizens Committee for the Hoover Report have testified 
that the plan would be a long step forward in implementing certain basic reecom- 
mendations of the Hoover Commission. 

The Director of Research of the Citizens Committee, Robert L. McCormick, 
in testifying before the House Committee on Expenditures on plan No. 1, said: 
“The Citizens Committee recognizes Reorganization Plan No. 1 as a major step 
toward efficiency and economy in the Federal Government. We support it. In 
our opinion, the reorganization proposals and the plans for extending the merit 
system to include the collectors of internal revenue are fully consistent with the 
recommendations made by the Commission on Organization of the Executive 
Branch of the Government * * * the Citizens Committee holds that Re- 
—e* Plan No. 1 of 1952 should be adopted—and made effective without 

elay. 

Subsequently, in testifying before your committee on February 13, 1952, Arthur 
8. Flemming, a former member of the Hoover Commission, appeared as a repre- 
sentative of the Citizens Committee for the Hoover Report, and also heartily 
endorsed the plan. 

The reorganization plan, as proposed, carries out the more important recom- 
mendations of the Hoover Commission.’ Illustrative of some of the basic recom- 
mendations which it implements are (a) organization of the Bureau of Internal 
Revenue on the basis of function, (b) decentralization of certain functions, (c) 
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establishment of clear lines of authority, (d) reduction in the number of units 
reporting directly to headquarters, and (e) elimination of the political appoint- 
ment of collectors. 

The plan also encompasses the major recommendations contained in a report 
on the Theses of Internal Revenue to the House Committee on Appropriations 
in 1948. These recommendations are— 

The patronage system of appointing collectors of internal revenue should 
be eliminated. 

Consolidation of all activities in the field under an able career employee— 
thus making him the counterpart of the Commissioner in his area. 

The establishment of clear lines of control and elimination. of divided 
authority over the various operating units. 

The plan also incorporates the major recommendations of the advisory group 
to the Joint Committee on Internal Revenue Taxation contained in its report for 
1948. This group, in addition to reeommending a change in the method of appoint- 
ment of collectors, also recommended the following basic changes which are in- 
corporated in the reorganization plan: 

The consolidation of field entities to eliminate duplication of administra- 
tive functions and overlapping of effort. 

The establishment of regional supervisors having general responsibility for 
coordination of all revenue activities in their areas. 

The management engineering firm, which under the authority of Congress was 
paid over $100,000 to make a scientific engineering study of the needs for reorganiz- 
ing the Bureau of Internal Revenue, also made basic recommendations which are 
incorporated in this reorganization plan. These basic recommendations are: 

The filling of key posts, including the positions of collector, with career 
trained executives appointed under the merit system. 

Reorganization of all field activities under regional commissioners, each in 
charge of all revenue activities in his region. 

Reorganization of the top management of thé Bureau to provide clear lines 
of authority and control under the associate or assistant commissioner in 
charge of the major functions of the Revenue Bureau. 

The President’s reorganization plan is drawn from all of these basic reeommenda- 
tions as well as the suggestions of other Congressional groups and the experience 
of those of us who have lived with the Revenue Service for many years: 

With the full realization of the responsibilities of the Commissioner of Interna! 
Revenue—-as the official responsible for the collection of the Nation’s revenue, for 
the receipt and proper handling of some 83 million tax returns and over 100 million 
related documents, for the maintenance of the highest standards on the part of 
some 58,000 employees—I wish to say to you in all earnestness that I regard the 
President’s reorganization plan as the greatest opportunity to put this Nation’: 
revenue collection business on a sound, modern, efficient, and economic basis. 

The plan will definitely result in operating economies. The economies will flow 
directly from the centralization of large-scale processing and file operations in the 
offices of the District Commissioners; from savings in travel and per diem costs 
through a consolidation of our atdit forces; from stepped-up production through 
a combination of like functions; from closer supervision of work and employees; 
and from closer coordination of the workers at the local level. I can assure you 
that when this plan becomes fully effective the cost of administering the tax laws 
then in effect will be substantially less than would be the case under our present 
organizational structure. 

As important as these savings in operations will be, the reorganization plan will 
produce the greatest economy for the American people in the form of a tax service 
able to maintain the highest possible standards of integrity and service. 

We have been making every effort to build the best Internal Revenue Service 
it is humanly possible to provide. This has especially included measures to detect 
and punish any individuals who have been unfaithful to their high public trust. 
The Secretary and the President have given me their fullest support in this effort. 

It is equally important, however, that we eliminate the weaknesses in our pre<- 
ent organizational set-up which have contributed so much to these instances of 
wrongdoing. The presentation of this reorganization ‘plan represents a major 
part of our efforts to correct these conditions. I earnestly hope that you will 
lena vour support to this effort to reorganize the Revenue’ Bureau into a-caresr 
service of the highest standards. : 





Te 


Su 


fol 
in’ 
ag 


for 
rig 
in 
th 
int 
Fe 
wl 
ju 
on 
lat 
se] 
su 
fal 
his 


co! 
un 
the 
the 
the 
an 
in 

mi 


has 
pa 
ma 
the 
reg 
Co 
agi 


is { 


in 

Th 
the 
ist 
bu 
imy 


tio! 
ess 
OT | 
the 
col 
exi 


AT 
des 
Re 
the 
wo 
bel 
the 


anc 
Sta 





TREASURY AND POST OFFICE APPROPRIATIONS, 1953 485 


MEMORANDUM 
FEesBrRuARY 15, 1952. 
To: Secretary Snyder. 
From: Thomas J. Lynch, 
Subject: Effect of the reorganization plan upon the right to a jury trial in tax 
refund suits. 

Further reference is made to our conversations regarding the effect of the plan 
for reorganization of the Bureau of Internal Revenue upon suits for refund of 
internal revenue taxes and upon the presently existing right to a jury trial in suits 
against the collector. 

It is clear that the reorganization plan will not eliminate any of the existing 
forms of court action for recovery of erroneous tax payments, nor will it affect the 
right to a jury trial or any other substantive right of taxpayers in these proceed- 
ings. Much of the concern that has been expressed on these questions arises from 
the basie provisions of the plan which call for abolishing the system of collectors of 
internal revenue and the creation of twenty-odd offices of District Commissioner. 
Fear has been expressed that these basic changes may eliminate the type of suit 
which may now be maintained against collectors, with its important right to a 
jury trial, or that if this form of action survives under the plan, it would survive 
only in a curtailed form as an action against the district commissioners. In the 
latter case, it has been pointed out, taxpayers would frequently be subjected to 
serious inconvenience and difficulties since they would be required to bring the 
suit in the judicial district of the District Commissioner’s residence, even though 
far removed from the judicial district in which the taxpayer resides or conducts 
his business. 

It is my conclusion that there is no substance to any fear that suits against 
collectors, as a form of suit, will either be abolished or fundamentally changed 
under the reorganization plan. ‘The basic duties now performed by collectors in 

he collection of internal revenue taxes will be conferred, under the plan, not upon 

the district commissioners but upon deputy district commissioners, of which 
there will be at least one in every State. The existing right to sue the collector, 
and to have a jury trial in such suits, will survive, under the reorganization plan, 
in the form of a suit against these conveniently located deputy district com- 
missioners. 

At the present time, a taxpayer seeking a refund of taxes through court action 
has three avenues open to him: (1) He may sue the collector to whom he has 
paid the tax, regardless of the amount, and with the right to a jury trial; (2) he 
may bring suit against the United States in the district court, without a jury, if 
the amount does not exceed $10,000, or; if the collector is dead or out of office, 
regardless of amount; or (3) he may bring suit against the United States in the 
Court of Claims, without a jury, regardless of amount. The right to bring suit 
against the United States, whether in the District Court or the Court of Claims, 
is a statutory right wholly unaffected by the reorganization plan. 

The suit against the Collector, on the other hand, is not a statutory suit but is 
in the nature of a common-law action of ‘assumpsit for money had and received. 
lhe Supreme Court has held (Philadelphia v. The Collector, 5 Wallace 720 (1866)), 
that a suit to recover money on account of taxes erroneously or illegally assessed 
s maintainable against a collector not by virtue of any specific statutory provision 
but as a result of the necessary implication arising from the provisions of law which 
impose upon him the authority and duty to collect taxes and remit them to the 
lreasury of the United States. Under the proposed reorganization plan all func- 
tions, duties, and responsibilities which, by Supreme Court precedent, are made 
essential to the founding of a suit for money had and received against an officer 
or employee of the Federal Government in a tax proceeding will be imposed upon 
the newly created deputy district commissioners. Thus, the existing suit against 
collectors will survive as a suit against the deputy district commissioners, and the 
existing right of trial by jury will not be disturbed in any manner. 

Although all of the procedures and_rights now available to the taxpaver seeking 
a refund of taxes will be preserved under the reorganization plan, it may now. be 
lesirable to consider the need for changes in the existing system. Of course, the 
Reorganization Act of 1949 did not contemplate that substantive changes, like 
those which would be involved in a revamping of suits for recovery of taxes, 
would he dealt with in a reorganization plan. However, for the reasons set forth 
below, there would be much merit in separate legislation which would eliminate 
the suit against collectors (or their successors, the deputy district commissioners) 
and which would grant the right to a jury trial in tax suits against the United 
States, 
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The suit against a collector creates, for both taxpayers and the Government,a 
number of substantial problems which make it a form of action poorly suited to the 
orderly adjuaication of tax issues. These problems are caused largely by two 
basie characteristics of this tvpe of action which distinguish it sharply from the 
suit against the United States. First, since the suit against a collector is a personal 
action for money had and received, it can be brought only against the collector to 
whom the money was paid, even though he is out of office or dead. The suit 
cannot be brought against a successor collector to whom the tax was not paid. 
Secondly, in view of the personal nature of the action, the taxpayer must bring the 
suit in the judicial district wherein the collector resides. 

Substantial difficulties frequently arise where a collector who is out of office 
moves to a new judicial district, perhaps far removed from the district of his 
original residence and duties. Because the action is personal in nature the tax 
paver must follow the collector to the judicial district of his new residence even 
though it is far removed from his own residence and place of business where 
essential records and witnesses are located. In-sharp contrast, a suit against the 
United States for refund of taxes is brought in the judicial district of the taxpaver’s 
residence. The taxpayer is never confronted by any problem of seeking out the 
defendant, and he is always assured that the suit will be litigated in a forum 
easily accessible to him. 

A second and perhaps even more serious objection to the suits against collectors 
relates to procedural problems which it raises. Since the suit against the collector 
is a personal action having a common-law origin, taxpayers are confronted by a 
variety of anachronistic common-law technicalities which are confusing and 
burdensome at the least, and which may even result in the defeat of just claims. 
Thus, questions affecting the correctness or lawfulness of court process, jurisdic- 
tion of the court over the person of the defendant, venue, the subject matter of 
the action, and many other procedural issues, are questions which may be raised 
as a defense to the action. 

It is also worth noting that this form of action frequently creates hardships 
for the beneficiaries of a deceased collector where actions are pending against him 
at his death or are brought against his estate. Litigation of the suit against the 
estate may take a considerable period of time, extending well beyond the period 
of time which would otherwise reasonably be required for administration of the 
deceased collector’s estate. This may work a substantial hardship upon the 
deceased collector’s beneficiaries, and also may add to the burdens of the court 
having jurisdiction over the estate. 

The fiction of the personal responsibility of collectors for excessive tax collec- 
tions originated at a time when suits against the United States were difficult to 
maintain. In order to prevent a wrong being done against an individual who 
had been illegally or erroneously assessed, the courts allowed a taxpayer to sue 
the collector. Today, a suit against the United States is a relatively simple 
procedure. It seems especially inappropriate to burden taxpayers and their 
attorneys, the Government, and the courts, with the many difficult problems 
growing out of the nature of the action against collectors, in view of the fact that 
the suit is defended by the United States as the real party in interest and a judg- 
ment against the collector is satisfied by the United States upon issuance of a 
certificate of probable cause. 

The suit against a collector has been fittingly described by the Supreme Court 
as an “anomalous relic of bygone modes of thought.”” It would seem that this 
antiquated procedure has no present justification, for the alternative procedures 
would afford adequate remedies if the right to a jury trial is provided in tax suits 
against the United States. Under these circumstances, an important contribution 
could be made to the further improvement of our revenue system through legis- 
lation to eliminate the suit against collectors and, at the same time, to preserve 
the valuable existing right of jury trial by permitting such a trial in tax suits 
against the United States. 


FEesruarky 28, 1952. 
The honorable the SEcRETARY OF THE TREASURY. 


My Dear Mr. Secretary: I understand that an issue has been raised in testi- 
mony before the Senate Committee on Expenditures in the Executive Depart- 
ments regarding a question as to whether Reorganization Plan No. 1 of 1952 
conforms in all respects to the Reorganization Act of 1949. 

Prior to its submission to the Congress, the plan was transmitted by the Bureau 
of the Budget for consideration and study in this Department. I am enclosing 
for your use a copy of the letter to the President from Acting Attorney General 
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Philip B. Perlman, in which he advised the President regarding the legality of 
plan No. 1 and of its conformity with the provisions of the Reorganization Act 
of 1949. 
Sincerely yours, 
Jospepu C. Duaaan, 
Assistant Attorney General, Executive Adjudications Division, 


JANUARY 11, 1952. 
The PRESIDENT, 
The White House. 


(Through the Director of the Bureau of the Budget.) 


My Dear Mr. PresipEent: I am herewith transmitting in duplicate alternative 
versions of Reorganization Plan No. 1 of 1952, together with a proposed message, 
which will be appropriately adjusted; if necessary, to accompany the text of the 
plan you select for transmittal to the Congress in accordance with the provisions 
of the Reorganization Act of 1949. 

The proposed plan and accompanying message are in accordance with the 
provisions of the Reorganization Act of 1949, and I approve them as to form and 
legality. 

In accordance with the request of the Director of the Bureau of the Budget, I 
am returning to him the plan in both texts and message in order that he may 
present them personally to you. 

Respectfully, 
Puitie B. PERLMAN, 
Acting Attorney General. 


INTEGRATION OF OFFICES 


Senator Kitgore. There is one other question I want to ask you. 
Yesterday—and this is my recollection—one of the questions I 
raised with you was the question of liaison between your various sub- 
divisions such as your agents and your collector service in the past 
and under the present system. 

In making up this new reorganization plan, do you integrate, for 
informational purposes and matters of that kind, these various sub- 
divisions of the Bureau of Internal Revenue which might otherwise, 
as happened in the one case we talked about, rather conflict in such 
a Way as to cause trouble? 

Mr. Dunuap. Yes, sir; they are very thoroughly integrated. 

Senator Krieore. In other words, from Washington you subdivide 
into not more than 25 districts, and then you subdivide those into 
subdistricts of which there will be at least one in each State? 

Mr. Dunuap. Yes, sir. 

Senator Kitcorre. And then you carry all of your services down 
through all of those subdivisions; is that right? 

Mr. Dunuap. That is right. Each one of those offices performs 
complete services to the taxpayer. 

Senator Kiicore. So that, shall we say, a subdistrict office in West 
Virginia or in Montana will not only know what is going on in the way 
of the filing and income-tax collections but they will know what is 
going on in the way of investigations, and there will not be any con- 
flict such as occurred in the one case we had? 

Mr. Dun.tar. That is one of main things we have accomplished, 
the integration of all of those loose ends. 

Senator Kitcore. At all of the various levels? 

Mr. Duntap. Yes, sir; they are integrated at each level. 

Senator Kiicore. | thought that had been brought out by your 
charts, but I just wanted to make sure. 
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Mr. Duntar. That is right, sir. 

Senator Kiicore. I think it might be well to prepare a small, 
one-page chart which we can print in the record which will show how 
it runs right down from Washington into the districts and then into the 
subdistricts, taking one channel for instance into one subdistrict to 
show the integration that takes place. 

Mr. Dunuap. Yes, sir; we will have that done. 

(The chart referred to is as follows:) 


DEPARTMENT OF THE TREASURY- BUREAU OF INTERNAL REVENUE 
Summary Chart of Proposed Organization 


FEBRUARY 8, 1952 
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ADVANTAGE TO TAXPAYER OF TRAVELING TAX TEAMS 


Mr. Dunuap. There is one thing that I tried to bring out and which 
is of tremendous advantage to the taxpayer. Unless he particularly 
wants to, he never has to leave his own particular community. He 
now has to travel around the different parts of the State and may 
have to travel in two or three States to get the information he wants. 
That is one thing we will accomplish. We bring the tax service right 
down to the taxpayer. 

Senator Kiucore. In other words, unless he disagrees with the 
interpretation placed upon it there, he does not have to leave his home? 

Mr. Dunuap. He does not have to leave then, because one of 
those traveling teams will come into his town to hear his appeal, 
unless he wants to go to the headquarters. 

Senator Kitcore. All right. Are there any questions on that, 
Senator Ecton? 

Senator Ecron. No questions, Mr. Chairman. 


CHANGE IN TITLE OF TAX COLLECTOR 


Senator KinGore. One of the big things you have done in the way 
of change, shall we say, aside from the integration, which I think is a 
distinct improvement, is that you have changed the title ‘‘collector”’ 
to “deputy district commissioner,” and you have eliminated what we 
now call the technical staffs from 21 districts, with the possibility 
later of as many as 25 districts, and there all functions of internal 
revenue will be carried on through one service. 

Mr. Dunuap. That is right. In other words, all of the technical 
and supervisory services will be carried on by the deputy district 
commissioner. 

Senator Kirgorn, Let us say that I am a mythical taxpayer, John 
Jones, who has a disputed reference to the amount of his taxes. Can 
that be settled within the deputy district commissioner’s area finally 
so that he does not have to go about that? 

Mr. Duntap. Unless he decides to go to the Tax Court. 

Senator Kiicore. I mean so far as he is concerned. In other 
words; if he reaches an agreement within his own State, with the 
forces there, that is a final agreement? 

Mr. Dunuar. That is right. 

Senator Kitcorg. As far as he is concerned? 

Mr. Dunuar. That is right. 

Senator Kitgore. And the Government cannot appeal on the 
action of that group within the State or the subdistrict, shall we say? 

Mr. Dunuap. That is exactly correct. 

Senator Kitcors. In other words, sending in an offer in compromise, 
as we do now, to the technical committee, and having it refused and 
then having that come back, and all of that sort of. thing, will be 
eliminated. Once an agreement is reached there, that is final? 

Mr. Dunuar. The final authority is vested right there in his 
community, 

Senater Kingore. And you expect to see that the Government. is 
properly safeguarded by, shall we say, your Inspection Service? 
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PLANNED PROCEDURE IN TAX SETTLEMENT CASES 


Mr. Duntap. The technical phases of our tax-settlement cases go 
through the review process here in Washington. In other words, they 
are reviewed just as they now are. We are not cutting out our review 
processes. That is to be sure that people in Florida, for example, are 
interpreting the law the same way as the people in Oregon. The 
difference is now, Senator, that they will question the settlement of a 
case on some little minor technicality that is of no import to the 
national picture. 

Under this plan, instead of sending that back for a readjustment or 
a resettlement, it would be examined by the agent concerned. The 
head man in that district would be notified that, for example, in this 
case we do not think vou properly interpreted the law. Don’t do it 
any more. We would then set forth our views on it. 

That goes to all of the district commissioners everywhere. 

Senator Ki_tcore. But will vou reopen the case to the taxpayer? 

Mr. Dunuap. No, sir; they will not reopen the case. 

Senator Kincore. So, the taxpayer can wind himself up in his own 
subdistrict? 

Mr. Dunvap. In other words, we have sometimes been breaking 
faith with the taxpayer by saying that his tax case had been closed 
and then coming back and reopening that case, stating that there had 
been a mistake made. 

Senator Kitcore. Are there any questions? 

Senator Ecron. Mr. Chairman, I believe it would be most helpful if 
something could be done about the situation: a taxpayer in consulta- 
tion with a local collector may be dissatisfied with the determination 
made. Sometimes there is a question of misunderstanding on the part 
of the taxpayer, and yet it is entirely possible that the collector did not 
understand the complete situation and placed the wrong interpretation 
on the application of a law. I think it would be most helpful if there 
was a higher authority that he could go go either in his community or 
in the State; for instance, to talk over his problems and get a review 
of them and get an interpretation on his situation from-someone in 
higher authority. 

The local collector might be wrong and the taxpayer might be 
right. I think it would cut down on a lot of hard feelings that I 
know have developed because the taxpayers did not agree with the 
interpretations the local director placed on their cases. 

Mr. Duntap. That is provided for in this plan, sir. 

Senator Ecron. I understand that. 

Mr. Duntap. I think it is one of the valuable parts of it. 

Senator Ecron. I do, too. 

Senator Kincore. As I understand it, once the» Government has 
closed a case in a subdistrict, the Government has no right to appeal 
except in the case of an appeal on the interpretation, but that cannot 
affect the taxpayer. 

Mr. Duntap. That is right. 

Senator Kiicorre. Whereas the taxpayer, if he is dissatisfied, has 
the right of appeal to the district and eventually to the Tax Court. 
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Mr. Dunuwap. He has the right of appeal first to the deputy district 
commissioner on the informal-conference level, and from there to the 
district commissioner’s level, and from there to the Tax Court. 

Senator Kincore. Then he can take it all the wav up? 

Mr. Duntap. He can appeal; yes. 


TAX-PROTEST PROCEDURE 


Senator Ecron. Now, if the local collector makes an assessment 
and the taxpayer pays it but is not satisfied, must he pay that under 
protest or does it close his case if he does pay it? 

Mr. Dunuap. Senator, taxpayers have two routes that they follow 
on tax settlements. They either elect to protest it all the way up and 
get a final determination before they pay it or, if they want to stop the 
accrual of interest and they have some money on hand, they may just 
pay it under protest and then file a claim for refund, which automati- 
cally opens up reconsideration of the thing all the way down the line 
When they follow that route, the taxpayer is not only saving the in- 
terest that will be accruing but the Government has to pay him 
interest if the Government is wrong. ‘There are quite a few taxpayers 
who elect to follow that route. 

Senator Ecron. | see. 


PERIOD ALLOWED TO APPEAL TAX 


Senator Kircorr. Do you not think it would be dangerous if this 
thing were left open without giving some kind of notice of the tax- 
payer’s intention to appeal? In other words, if a man could just go 
ahead quietly and wait a little while and then appeal a ruling—should 
he not be required to file his protest at the time he pays? 

Mr. Duyuap. It is immaterial. It is considered either way. 

But under the law he has 2 vears from the time he pays within which 
to make up his mind what he wants to do. 

Senator Kircore. He does not have to file at all? 

Mr. Dunuap. He does not have to protest. 

Senator Kincore. He does not have to file a protest at the time he 
pays it? 

Mr. Duntap. No, sir. 

Senator Kitrcore. He can pay it and, if at any time during the 
ensuing 2 years he decides he paid too much, he can appeal? 

Mr. Dunuap. That is right. He can file his claim during that 
period, and we have to reopen the case and have to go on right through 
it on the merits. 

Senator Kingore. Are there any questions? 

Mr. Duntar. May I say that that route, of course, is the cheapest 
to the taxpayer insofar as his interest is concerned. 

Senator Ecron. No questions. 

Senator Kinrcore. Will you go ahead with your statement, Mr. 
Commissioner. 

Mr. Dunuap. I do not believe, Mr. Chairman, it is necessary to 
read the rest of this statement. 
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MANAGEMENT-IMPROVEMENT PROGRAM 


Briefly, we have continued our management-improvement program 
with the money you gave us last year; and with the money you gave 
us last year we have put more modern equipment into 12 of our 
offices, and it is working fine. We hope to go ahead with 14 new ones 
this year if the budget is approved, which will put us into pretty good 
shape this year. 

Senator Kitrcorre. Can you state for the record what were the 
savings as a result of the new equipment, based on the volume of 
business, of course? 

Mr. Dounuap. No, sir; we cannot say in dollars and cents because 
it is reflected mainly in the offices concerned in the more rapid com- 
pletion of our refunding operations and of our mass-bookkeeping 
operations and the short length of time that we keep the temporary 
employees and the smaller number that we allot to these offices that 
have that modern equipment. 

Senator Kiicore. Well, can you state in figures the number of 
additional temporary employees you have to hire now in comparison 
with the number you used to hire before this modern machinery was 
installed, which would give us a partial indication? 

Mr. Duntap. I think we can put ne like that together for 
you, sir; and bring it back to you in a reasonable period of time. 


JUSTIFICATION FOR TEMPORARY EMPLOYEES 


There is one thing about these temporary employees, and that is 
that there is one job that we could never get out of doing, and that 


is opening the mail. 

Unless you have been in a collector’s office when this terrific volume 
of mail hits, you cannot conceive of what a tremendous task it is just 
to open the mail and get the things properly put together that come 
in in those envelopes. Some people mail silver, and dollar bills and 
things of every kind and shape in the world. 

Well, these people have to open those envelopes. and put these 
returns together and brad them and see that they go through each 
proper channel, segregating them into the different classes. 

In my office at home it took 200 people an average of 60 days 
just to open the mail. Of course, we have the automatic slicing 
machines which cut the envelopes and all of that kind of business, 
but it is a tremendous manual operation. We have never been able 
to devise any way in the world to get around that. 


COMPARISON OF TEMPORARY PERSONNEL STRENGTH 


Senator Kitcorr. How many temporary additional employees did 
you put on during the season? 

Mr. Dunuap. It averages about 2,000 to 2,500, sir. 

Senator Kircorre. What about the year before? 

Mr. Evans. It was approximately 2,300 in the fiscal year 1951. 

Senator Kitcorre. How long do you hold those temporary em- 
p-oyees? 

Mr. Evans. From 3 to 6 months. 

Senator Kiicore. Can you give us that, shall we say, in man-days? 
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Mr. Dun.ap. Yes, sir; we will furnish that, 
(The information referred to is as follows: ) 
The man-years of employment for temporaries for 1951 approximated 809, as 


compared with 841 for 1950; 1,335 for 1949; 1,496 for 1948; and 1,257 for 1947. 
The estimates for 1952 include 900 man-years, and for 1953, 878. 


PROGRAMS ABOLISHED IN FISCAL YEAR 1951” 


Mr. Duntap. Along the lines of this management-improvement 
program, we are quite proud of our accomplishments in the last fiscal 
year. We have written them up, and we would like to leave some 
copies of that with you, and if you have any time to do so, we would 
like to have you read these. If you will glance through this you will 
see what we have accomplished in that field. 

There have been three major policy changes in the Bureau recently 
which we think will be beneficial to our enforcement efforts, all of 
which have been very much disputed policies, almost from the time 
they were created. 

HEALTH POLICY 


We have abanodoned the health policy in consideration of whether 
or not a case should be recommended for prosecution and we have 
also abandoned the so-called voluntary-disclosure policy. In addi- 
tion we have also eliminated the review of fraud cases at the Bureau 
level. 

Senator Kitcorr. When was the health policy abandoned? 

Mr. Dun tap. I believe that was in November, sir. 

Now, that does not mean, Mr. Chairman, that the taxpayer’s health 
would not be taken into consideration in the final analysis and decision 
as to whether or not he would be prosecuted. What that means is that 
the Bureau has said that we consider ourselves a fact-finding agency 
and that we present all of the facts in the case and that the question of 
whether the man should be tried or not, involving the question of 
himself, and all other questions, should be settled through the judicial 
process or through the prosecutor’s office, in other words, it is not our 
position to decide that question. The courts have so stated on two or 
three occasions recently, which, of course, contributed to our decision. 


VOLUNTARY DISCLOSURE POLICY 


Now, the abandonment of the so-called voluntary disclosure policy 
was taken after very, very deliberate thought and after deep analysis 
and much discussion of the subject over a period of many, many 
months of time. The policy was subject to gross abuse. 

In the first place, we could not even decide what was a voluntary 
disclosure. Even the courts have not decided that. 

That does not mean that a taxpayer who comes in and confesses 
his sins and makes himself whole and cooperates with the Government 
in settling his concealed evasions would be necessarily prosecuted. 
It merely means that we in the Bureau merely recite all of those facts, 
together with the statement that the man cooperated fully and did 
make a full disclosure. It is then left again up to the legal authorities 
in the Department of Justice whether he should be prosecuted. You 
as an attorney know that a man who does that, who comes in volun- 
tarily—the chances of his prosecution are slight because you know 
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that we could not get a conviction. All it means is that we in the 
Bureau just work the cases up and furnish all of the facts to the De- 
partment of Justice, and they decide then, in the light of all of the 
facts, whether or not prosecution should be had. 

In other words, what we are doing is putting the legal decisions 
in the hands of our lawyers, where they rightfully belong. 

That is the sum and substance of all of those changes. It is going 
to take a lot of indecision and a lot of delay out of the completion of 
those cases insofar as the Internal Revenue Service is concerned. 


ESTIMATED COLLECTIONS UNDER FIELD AUDIT PROCESSES 


We feel that the funds that we are asking for, for this year, are the 
minimum that we can get by with if we are to keep up our present 
coverage. We feel that any deterioration in our present audit cover- 
age is just going to result in more laxity on the part of the public. 
We estimate that we are going to collect $2.2 billion from our field 
auditing processes this year. So we feel that our investment in 
agents and deputy collectors, which we are asking that you make for 
us, will be well returned. 

But we do feel that we will have just about the minimum of coverage 
that we can sensibly have and still maintain respect for the law that 
we feel is necessary. 

Along that line, of course, we are trying to train our people better. 
We are devoting a lot of thought to our training program, as I de- 
scribed yesterday when we went over this plan. We have talked it 
over with the American Institute of Accountants, and we are trying 
to get away from the auditor theory and come to the accounting 
theory in the way we train our people. It is all going to produce, 1 
think, very fine results. 


IMPROVED RELATIONSHIP WITH PUBLIC 


We have taken positive steps, as I indicated yesterday, to try to 
reeducate our people on the proper relations with the public, how to 
treat the public. We have gotten out very emphatic instructions 
recently through a letter that I wrote to each employee of the Bureau 
on November 30, requiring that it be certified by each employee as 
having read it. I will be happy to leave copies for your information. 
It is along the lines of how we expect our people to treat the public 
and what their attitudes toward the public should be. 


SIMPLIFYING TAX RETURNS 


Now, we have done another thing this year. We are continuously 
trying to simplify our returns as much as we can under the complexi- 
ties of the law itself. This year the returns were simplified to elimi- 
nate one of the most common sources of errors that we have in the re- 
turns, and that is a misunderstanding of what is a dependent and what 
is not a dependent. That has caused us trouble for years and has 
caused the taxpayers trouble for years. 

This year there have been two separate schedules put in there, which 
has simplified that form very much. We have been studying also 
another very annoying thing. 
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PROBLEM OF MAILING TAX RETURNS 


You know that every year we are faced with this problem of mailing 
returns to the taxpayers. That has been a troublesome operation and 
a time-consuming and a costly operation for years. The returns have 
to be assembled and placed in the envelopes and have the mailing slips 
attached. This year we have come up with an experiment which we 
are trying in two States, Massachusetts and Indiana. It is a package 
mailing. This is all prepared in the Printing Office, just as you see it 
here. It has complete coverage, everything the individual taxpayer 
will need, including his instructions. All that is necessary for us to do 
is to glue a mailing strip on the front. 

Now, we found a very simple machine that just glues those on there 
very rapidly and at a very low cost. This will result in material sav- 
ings to the Government. 

Senator Krrgore. Did you say that contains the explanations? 

Mr. Dunuap. Yes, sir, everything that the man needs is in here, a 
blank to fill in, a blank for his copy, and everything that he needs. 
All that is right here in the folder. 

Senator KirGore. What has been the reaction to these in those 
two States? 

Mr. Duntar. That is what 1 was going to say, sir. It was necessary 
to experiment with them before they were sent out on a Nation-wide 
basis, and it was necessary for us to work with the Post Office Depart- 
ment. They had to see how they went through the mail and what 
shape they were delivered in, what it would cost them to handle, if 
anything, in addition to the others. 

While we have been waiting for some of those answers, the reactions 
that I have received from the two States that have used them are very, 
very favorable. 

They result in another thing that the taxpayers like. They did not 
like those returns that were folded. Now they get them flat and that 
situation is eliminated. All that they do is work it up in here and 
then they tear out the proper sheet or sheets and mail them. It is a 
money-saving operation that will result in considerable economies to 
us if the experiment proves successful—and so far all of the indications 
are that it is highly successful. 

Senator Krncore. How much damage is done to them in transit? 

Mr. Dunuap. I have not had any complaint about the damage at 
all, sir. 

We still have not received the Post Office’s final answer on it, but 
we anticipate that it will be favorable. If that is the case, then next 
year we can send these out on a countrywide basis. But just like 
everything else that we do, we want to know that it will work before 
we put it into wholesale operation. 


UNIT COST OF SIMPLIFIED TAX RETURN 


Senator Kitcorre. How does this compare in cost based upon the 
two States in which you have used them with the previous system? 

Mr. Dunuap. A complete set of instructions and everything neces- 
: _— , . . ro mato 9 79 . This 
sary that we mail out under the old system costs 2.72 cents. lis 
package form, complete with everything that goes in it, costs 2.27. 
But the main saving, in my opinion, is in the cost that we will save by 


94650—52-——32 
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not having to handle the envelope stuffing, not having to place it 
in the envelopes and mail them out. That is a long-winded operation 
which took away from our productive efforts. 

Senator Kitcore. In other words, it will cut down on the mailing 
charge? 

Mr. Dunuap. Yes, sir. The cost of actually stuffing those en- 
velopes was terrific. So we gain almost as much there as we do in the 
cost of the returns. 

We are going right down the line and trying to put more executive 
management into the Bureau and relieving our top officials of the 
detailed paper work. In other words, we are placing that responsi- 
bility down where it belongs so that our people at the top level can 
devote their time to the kind of constructive work that they are hired 
to do without being emerged in excessive paper work. 

We find ourselves in some serious conditions due to the economic 
conditions, shortage of help, and other contributing factors. 


STATUS OF TAX DELINQUENCIES 


Our delinquencies are high. As of January, we had 907,200 
delinquent accounts on our records totaling $62 1 645,000. That is 
a small percentage, it is true; but it is still a figure that we have to 
hammer at in order to get it down as low as possible. Of course the 
longer we go without collecting those accounts, the harder they are 
going to be to collect. 


PROBLEM ON PROTESTED DEFICIENCIES 


We have a tremendous problem in connection with protested 
deficiencies. As of October 31 there were protested deficiencies totaling 
$1,678,000,000 and unagreed overassessments totaling $270,116,000. 
Those are cases, of course, that may eventually go through the tax 
courts, some of them clear on up; but it is too big a load. In our 
budget this year we are asking for a few additional people to help us 
lighten and break that down to a reasonable figure. 

We have poor housing facilities in a lot of areas. 


EFFECT OF FREEZE ON APPOINTMENTS 


We have had a freeze on at all of our offices. We have not let 
them appoint any people since last June 30. In the collectors’ offices 
alone, up until the Ist of last January, we have had a net decrease of 
over 1,300 people. That has been hurting tremendously. 

One thing that hurts us, as we mentioned yesterday, is that we have 
a big backlog of regulations that we have to issue in connection with 
the 1950 and the 1951 acts; and we are concentrating everything 
that we can on the job of getting those things out and published. 


BACKLOG OF TAX-INFORMATION RETURNS 


We still have a lot of information returns that should yield a lot 
of potential revenue or refunds to the taxpayers which we have 
not had people to work on. We get about 17 million of those forms 
a year that we just have not had time to check. 
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In other words, what I am trying to say to you is that I think that 
in order to get the adequate coverage that we need in the revenue 
service and accomplish the goals we hope to accomplish, which I 
think are minimum goals, bearing in mind that we have a $70 billion 
collection program in front of us, our requests, we think, are just about 
the minimum that we can get by with, considering the type of enforce- 
ment that we think you want. 


EFFECTS OF REORGANIZATION PLAN NO. 1 UNBUDGETED 


Now, as I indicated yesterday, our estimates did not take into 
account any effects of Reorganization Plan No. 1. The adoption of 
that plan will enable us to cope more adequately with the problems 
which I have briefly outlined. 

We consider the proposed organization a major improvement over 
our present organization. We have not made any detailed estimate of 
the operating economies, but we hope that we have shown you through 
this chart where they lie. 

The Joint Committee on Internal Revenue, when it submitted its 
report in 1948 on our operations covered that point, I think, pretty 
thoroughly. They said that it would take a period of time before you 
could judge what the economies would be in any reorganization of the 
Bureau. 

Senator Ecron. Mr. Dunlap, in experimenting with this form in 
those two States, what did you do about the agricultural population? 
Did you include their Forms 1040—F with this booklet to the agricul- 
tural people? 

Mr. Dunuap. If they had filed a Form 1040—F the year before, then 
that was included in the booklet. 

Senator Kitcore. In other words, anybody who filed such a return 
the year before had one of these mailed to him? 

Mr. Duntap. Yes, sir, they get back the same kind that they filed 
the year before. 

Senator Ecron. This looks like it would be an excellent improve- 
ment. 

Mr. Duntap. We are very proud of it. We think it is going to 
be a major improvement and that it will save us quite a few dollars 
as we go down the line. 


© 
1953 COST OF PAY INCREASES 


Briefly summarizing what we are asking for, we find that it is 
mainly additional people. The net additional cost of our pay in- 
creases, after making all of the adjustments as indicated, is $16,177,390. 

Senator Kircorr. Now, wait a minute. That is an uncontrollable 
item, is it not? 

Mr. Dun tap. Yes, sir. 

Senator Kiicors. All right. 


19538 ESTIMATE FOR MECHANIZATION PROGRAM 


Mr. Dunuap. Our expansion to 14 of the smaller collection districts 
with our mechanization program for offices—and we have gone at 
the rate of 12 or 14 a year—would cost $495,000. But there again 
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~~ have an item which pays for itself in increased efficiency and 
abor. 

I would like to present the schedule which I believe you asked us 
to prepare for you. 

Senator Kiicore. All right. It will be placed in the record at 
this point. 

(The document referred to is as follows:) 


SuMMARY OF INCREASES OvEeER CURRENT APPROPRIATION 


The increase in the estimate of appropriation for the fiscal year 1953 over the 
amount appropriated to date for fiscal 1952, is $52,000,000. This increase is 
explained by expense classifications in the paragraphs below: 


PERSONAL SERVICES 


Pay increase: The total cost of pay increases authorized by Public 

Law 201, amounted to $24,842,000. This amount was offset by 

an estimated savings of $5,694,000 resulting from a reduction in 

annual leave as provided by Public Law 233, leaving a net of 

$19,148,000 that could be applied to pay increases. Of this net 

amount, $2,970,610 covered the psy increases for the additional 

personnel requested and is included in the increases shown below, 

leaving a balance, to be applied to basic salaries, of __ saitlas iw DAG hbk BOO 
The estimate for personal services to cover the wagering tax provi- 

sions of the Revenue Act of 1951, provides for 4,333 additional 

employees at an annual salary cost of - ! --. 18, 492, 980 
For replacement of the personnel who have been withdrawn from 

regular tax investigation work to staff the force engaged on 

racketeer tax fraud work. This will require 2,865 additional em- 

ployees at an annual salary cost of____ 
The Bureau is requesting 146 additional employee s to meet the in- 

creased workload in the appellate and legal staffs at an annual 

salary cost of 859, 010 
The floor stocks tax on liquor, as contained in the Revenue Act of 

1951, will require 80 additional investigators at an annual salary 

cost of 336, 400 
The estimate provides for 15 additional employees for the new In- 

spection Service of the Bureau at a salary cost of_...._.______- 97, 165 


Total of 7,439 additional personnel; annual salary cost_.__.._ 48, 418, 500 


OTHER RELATED OBLIGATIONS 


The principal part of the increased cost, other than personal serv- 
ices, represents related costs for the additional personnel requested, 
such as travel, rent and equipment. These items are detailed 
below: ; 


Travel: 
Wagering taxes: 
2,074 deputy collectors, at $381 per year $790, 194 
459 special agents, at $381 per year__- ; Ponet , 174, 879 
633 internal revenue agents, at $381 per year ret 241, 175 


Total; wagering taxes. 2.5.32. ..1.- Pee Sen cue A 206, 246 


Racketeer drive: 
1,211 deputy collectors, at $381 per year 
350 special agents, at $381 per year 5 
670 internal revenue agents, at ‘$381 per year cs 
75 investigators, at $882 per year____- ‘ ad : “66. 150 


Total, racketeer drive.__...._..._.._-_- tS ia 916, 161 
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OTHER RELATED OBLIGATIONS—continued 


Travel—Continued 
Increased workload in appellate work: 
15 attorneys, at $100 per year___- : $1, 500 
70 appellate ‘staff employees, at $270 per rye ar- 18, 900 


Total, increased workload _______. fees o 20, 400 
Floor stocks tax: 80 investigators, at $442 per year 35, 360 
Internal Revenue Inspection Service: 7 inspectors, at $1,568 
per year ; i 


Total increases, travel expense_______- we ce : 2, 189, 143 


Communication services: 

Wagering taxes: Covers the cost of telephone, telegraph, 
postage, etc., for the following additional personnel: 2,891 
collectors’ employees, at $8.35 per year i 

Rents and utility services: 

Wagering taxes: 4,303 employees, at 90 square feet per em- 
ployee, at $2.50 per foot __- ; : Sega 968, 175 

Racketeer drive: 2,790 employ: ees, ‘at 90 square feet per em- 
ployee, at $2.50 per foot____ Jue 627, 750 

Increased workload: 114 employees, at 200 square feet per em- 
ployee (including conference space), at $2.50 per foot 


Total increase in rents 


Deduct: Transfer of funds to General Services Administration 
for cost of rented quarters to be assumed by that Administra- 
tion in 1953, pursuant to action taken by Bureau of the 
Budget ipa aac ; ; —1, 322, 000 


Net increase in rents__--_- ie Pei e aes oe). cha _ 330, 925 
Printing and reproduction: Higher per unit costs of production and 
additional quantities of tax forms and revenue Vidi required in 
1953 will increase this class of expense by - ee aw : Seette 1, 441, 001 
Equipment: 
Plus factors: 
Increased workload: 
Normal equipment needsgor 146 additional employees 61, 470 
Expansion »f mechanization program in 14 collection 
districts in 1953 _ - -- Hive Fees 495, 000 


Total, plus factors_ 


Minus factors: 
Curtailment of purchase of replacement equipment - - - - 
Purchase of 100 less automobiles in 1953 _ - -_-- 
Nonrecurrence in 1953 of cost of mechanized equipment to be 
purchased for collectors’ offices in 1952- be ecg — 325, 000 


Total, minus factors _ _ - 


Net decrease in equipment costs__-- - ------ i 5 403, 709 


Net increase, other obligations~ _ —___--_---- wi 3, 581, 500 
Net increase, 1953 over 1952_._____- _....----. 52, 000, 000 
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PRINTING AND REPRODUCTION COSTS 


Senator Kincore. Will you proceed, Mr. Commissioner? 

Mr. Duntap. The next cost above that is one over which we have 
no control, the amount of $1,441,001, being the additional cost of 
printing and reproduction. That is due to the increased cost of 
paper and labor charged us by the people who do that work. Paper 
stock has gone up 35 percent, they tell us, and labor has gone up 7 
percent. So we have higher costs there. 

Senator Kircorr. What was the amount for that item in the 
current budget? 

Mr. Evans. For printing and reproduction, Mr. Chairman? 

Senator Kizcore. Yes. 

Mr. Evans. I can give you that. It is $5,543,374 that was granted 
in 1952 in the annual act. 

Mr. Dunuap. That was all expended in the first two quarters, so 
we are out of printing money now. 

Senator Kiicorr. Have you asked for a supplemental to take care 
of that? 

Mr. Dunuap. This same figure appears in the supplemental. 

Senator Kircgore. Then this amount of $1,441,001 is increase over 
the total for this year, is that right? 


SUPPLEMENTAL ESTIMATE 


«Mr. Evans. When we get the $1,441,001 in the supplemental bill 
that is pending in the House, it will bring the total amount up to 
the 1953 figure. 

Mr. Duntapr. In other words, this identical figure, Mr. Chairman, 
appears in our request for a supplemental appropriation. ‘That will 
be our actual cost this year. 


INSPECTION SERVICE 


The rest of the thing is pure out-and-out additional help. Taking it 
from the bottom to the top, you have first the 15 employees and 
related costs on a full-year basis for the Internal Revenue Inspection 
Service which merely enables us to have the highest grade people that 
we should have at the Washington level of the Inspection Service. 
I think that it will enable us to do more to solve our problems and our 
troubles than anything else that we have set out in our plans. 

Senator Kitcore. There is nothing in the supplemental for that, 
is there? 

Mr. Dun.ap. No, sir. 

Senator Kitcore. You do not intend to, start,.that service until 
July 1? , 

Mr. Dunuap. The service has been’ started; ‘yes, sir. But we have 
been using people on detail elsewhere. 

Senator Kiircore. Then you have not incurr red additional costs? 

Mr. Evans. No, sir; not in 1952.°=' 

Senator Krucore. And you do not antic ipate any antil July 1? 
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ADDITIONAL PERSONNEL FOR BACKLOG WORK 


Mr. Duntar. We are asking for 146 employees and related costs on 
a full-year basis for reducing the backlog of work in the offices of the 
chief counsel and the appellate staff. That is the backlog of unsettled 
cases which I mentioned a while ago and is where our biggest backlog 
is at the present. 

Senator KitcoRe. I wonder whether you could place in the record 
the situation as to the backlog as of December 31, 1951. 

Mr. Dunuap. We will be happy to do that. The figures I gave you 
were as of October 31. We will bring them up to date for you. 

(The information requested is as follows: ) 

As of December 31, 1951, the proposed deficiencies pending aggregated $1,631,- 
885,000; and the proposed overassessments aggregated $250,338,000. 


ADDITIONAL PERSONNEL FOR ALCOHOL TAX UNIT 


Mr. Dunuap. The 80 additional employees that we are asking for 
the Aleohol Tax Unit we think are the very minimum that we can get 
by with. The administration of the alcohol tax laws has become 
very, very heavy in recent months; and as the tax on liquor and floor 
stocks has gone up, our problems in the Alcohol Tax Unit have gone 
up right along with it. 

Senator Kingorr. How many personnel do you have in it now? 

Mr. Dunuap. I believe it is 80. 

Mr. Evans. In the Alcohol Tax Unit, Mr. Chairman? 

Senator Kingore. Yes. 


INCREASE IN AVERAGE POSITIONS 


Mr. Evans. For 1952 there are 4,296 and for 1953 we are asking for 
4,451 positions. 

Senator Kircore. For a difference of 146; is that right? 

Mr. Duntap. That is an increase of 155 positions including 75 
investigators which are included in the racketeer drive funds. 

Senator Kitcorre. How many actual employees do you have in that 
particular division? 

Mr. Evans. Right now? 

Senator Kiteorr. As of your last payroll date. 

Mr. Evans. I have a statement here, I think, Mr. Chairman, for 
the Alcohol Tax Unit. 

Mr. Duntap. That is a difference of 80. That 146 figuré is for the 
office of the chief counsel and the appellate staff. There are only 80 
additional employees requested for the Alcohol Tax Unit for floor 
stocks tax work. 

Mr. Evans. In the field service the Alcohol Tax Unit as of Decem- 
ber 31 had 4,026 employees and in the departmental service they had 
251 employees. 


JUSTIFICATION FOR ADDITIONAL PERSONNEL 
Senator Kircors. Now you are asking for 80 additional? 


Mr. Dunuap. Yes, sir; 80 additional employees for floor. stocks 
work. 
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Senator Kitgore. How many vacancies have you in that division? 
If you do not have the figure, you can insert it in the record. 

Mr. Evans. We were within 19 of our average authorized strength 
as of January 31. 

Senator K1ncorr. Will you have your full authorized strength then 
if you include those additional 400 plus these additional 80? 

Mr. Duntap. Yes. You must bear in mind that we have been 
frozen on employment since last June 30 and we have not filled any 
of our vacancies. 

Senator Kitcore. Is there anything in the supplemental bill to 
take care of any additional employees for this unit? 

Mr. Dunuap. I believe that is in there. 

Mr. McCouuum. Yes; the 80 employees are included for 1 month. 

Senator Krigorn. I did not get clear in my mind the part of your 
statement, Mr. Commissioner, that there has been, due to the new 
taxes, a building up of, shall we say, floor storage of alcohol. 

Mr. Dunuap. Of floor stocks; yes, sir. 

Senator Kircore. Requiring more personnel to properly §safe- 
guard and collect the taxes? 

Mr. Dunuap. That is right, in order to be sure that the floor-stock 
returns.are properly filed and that the investigations that are necessary 
are made. We also have a tremendous job created by the increase 
in the volume of alcohol produced by legitimate plants in connection 
with storekeeper gagers. 

In addition, of course, under the increased rates, our actual ealovce- 
ment work has picked up immeasurably. 

Senator Kirgorr. Have you found very many violations that 
have led you to believe that you need these extra 80 positions? 

Mr. Dunuap. That have led us to believe what, sir? 

Senator Kitcorr. Have you found any additional violations that 
would indicate that you need 80 additional positions, or is that just 
based on your estimate? 

Mr. Duntap. I believe we have the figures on the violations. 

Senator Kitcore. I wish you would put that data in the record. 

Mr. Douwtap. All right, sir. 

Senator Kitcorr. Give us the information on the violations, the 
nature of them, and how these additional employees would obviate 
the violations. 

Mr. Dunuap. It is not only a question of additional violations, but 
it is also a question of the additional workload created by the last act. 

Senator Kitgore. Will you show the percentage of increase over 
the preceding years? 

Mr. Dun ap. Yes, sir; we will be glad to do that. 

(The information referred to is as follows:) 

Additional investigators are required to handle the increase in the non-tax-paid 
liquor traffic, to investigate fraudulent floor-stocks tax returns, and to verify 
applicants for retail liquor dealer tax stamps, all of which resulted from the 
provisions of the Revenue Act of 1951. Since the abandonment of sugar rationing 
during World War I], still seizures have increased by 68 percent and mash seizures, 
the best index of illicit activities, have increased by 132 percent. Since non-tax- 
paid liquor competes with tax-paid spirits in the low-income markets, the increase 
in liquor taxes from $9 to $10.50 per proof gallon, which was provided in the 
Revenue Act of 1951, has led to an increase in illicit activity. The current force 


of investigators is one-third under the prewar quota. Notwithstanding the 
reduced force, seizures in some areas have reached the prewar level. 
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Control of the non-tax-paid liquor traffic is strictly a police problem. More 
investigative manpower must be assigned to the areas in which violations are on 
the increase if the revenue is to be properly protected. The following table shows 
stills and mash seized and arrests made during the fiscal years 1947 through 1951, 
inclusive: 


Fiscal years 


1949 | 1950 | 1951 


Stills seized - . 053 | B, 757 | 8, 008 | i 10, 176 
Mash seized (gz masta aivehdieintinenednhicaigerd : TA | 2,715,800 | 3,661,400 | 4,892,600 | 5, 544,300 
EAN ducckietoks demeiendavheeuaes 4 | 7, 3, 915 | 10, 236 10, 382 





DUTIES OF STOREKEEPER-GAGERS 


Senator Kitcore. In connection with those floor stocks that they 
have to work, do you have somebody on duty 24 hours a day? 

Mr. Dunuap. You refer to the storekeeper-gagers? 

Senator Kircorre. Yes. What percentage of those people are on 
duty 24 hours a day, 7 days a week? 

Mr. Dunuap. I will ask Mr. Serr to answer that. 

Mr. Serr. I am afraid I do not have the figures on how many 
plants are working around the clock now. Bac k about 6 months or 
8 months ago probably half of the plants were working. 16 hours or 
more a day. 

Senator Kitcorr. Do you not have to have somebody in those 
warehouses to watch those floor stocks 24 hours a day, 7 days a week? 

Mr. Serr. In the warehouses, we control the locks. We carry the 
keys to the warehouses so that when the proprietor is through working 
in the warehouse, we lock it up and we can go away. When the dis- 
tillery is running, though, and when they are using the materials and 
produci ing spirits, storekeeper-gagers have to be on the job all during 
the time that operations of that time are being conducted. 

Senator Kircore. And if there is one shift working, you provide 
one-shift service, and if there are two shifts working, vou provide two- 
shift service, and so on? 

Mr. Serr. Exactly. If they are working 12 hours a day, it means 
a shift and a half, and we have to put two men on regardless. You 
cannot work one man 12 hours. That creates quite a problem with 
us. These plants also are located out in the country in a good many 
cases. That creates a problem, since our personnel must work at 
irregular and unusual hours. 

Senator Kitcore. Can you give us any figures which would show 
the volume of the increase in the production and storage of alcohol? 

Mr. Serr. Yes, sir; I will be glad to insert that. 

Senator Kircorr. During the last 3 or 4 years. 

Mr. Serr. Yes. 

Senator Kircorn. Make it for the last 5 years. 

(The information referred to is as follows:) 
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Operations related to storekeeper-gager activities 


[In thousand tax gallons] 
Fiscal years 


| ' 
1947 1948 | 1949 | 1950 | 1951 


| 
} 
} 
| 
j 


| 


Production: | | 
Distilled spirits (total) __. ; : ..---.+./315, 148 [244,127 |266, 542 |208, 235 401, 453 
Alcohol. : : ~-----+-+--~-~}]248, 709 1332, 282 |351, 015-}313, 535 | 444, 035 


1563, 957 1576, 409 1617, 5! 521,770 | 846, 388 


Stocks in bonded warehouses: , aaa 
Distilled spirits ke Shia sclonionel ‘ 525, 828 |594, 733. 677,344 |708, 5ti2 | 901, 106 
Alcohol . aa | 33,005 | 39,244 | 51,015 | 23, 248 | 118, 766 
Total... ie tk do siekae og 558,833 |633,977 728,359 |731,810 | 1, 019, 872 
lax-paid withdrawals | : 
Distilled spirits ‘ ..--|126, 361 (108, 402 |100,921 (103,559 | 131, 801 
Alcohol___. nal ee ...| 47,144 | 38,758 | 40,846 | 40, 565 42,824 
Total i-siahiinhineal ctedcssedctnso lide, G06 1147, 141, 767 (144,124 | 174, 625 


OPERATIONS OF ALCOHOL TAX UNIT 


Senator Krncorn. Now, does the reorganization plan in any way 
affect the Aleohol Tax Unit? 

Mr. Duntap. No, sir. 

Senator Kitcore. The Alcohol Tax Unit does not work under your 
districts or subdistricts? 

Mr. Dunuap. Yes, sir. That is a part of the enforcement section 
right within each State area, just as every other part is. In other 
words, it is a part, and there is a separate block shown on the chart 
there that is the Alcohol and Tobacco Tax Unit. 

Senator Kircore. You have one man in each subdistrict that looks 
after that and that does not have to sift on through to the district 
director or whatever you call him; is that right? 

Mr. Dunuap. Yes, sir. They are an integral part of the Deputy 
Commissioner’s Office for Administration and Operations; but, of 
course, their operations are specialized and will be handled right at the 
central line of control. 

Senator Kiicore. They are independent of the other operations? 

Mr. Dunuap. Oh, yes. They are highly specialized and have their 
own group. We have to have that to operate the laboratories and 
everything else that goes along with it. 

Senator Kirgorr. Any questions, Senator Ecton? 

Senator Ecron. No; Mr. Chairman. 

Senator Kincore. All right, go ahead. 


COSTS AND ASSESSMENTS UNDER RACKETEER DRIVE 


Mr. Dunuap. We are asking for 2,865 employees and related costs 
on full-year basis for replacement of personnel to be engaged entirely 
on racketeer drive in 1952 at a total cost of $13,999,466. These 
employees are to replace the personnel which has been engaged 
entirely in our racketeer drive during the last half of 1951 and the 
present time. 
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Senator Krncore. At this point-would you put in the record as of 
the latest possible date how much has been collected as a result of 
this drive, and how much has beet spent on the drive, and how 
much, shall we say, unfinished business you have remaining as a 
result of the investigation as of the same date? 

Mr. Duntap. We would be glad to. 

(The information referred to is as follows:) 


The drive started-on April 27, 1951. From that date to January 31, 1952, we 
have assessed $69,800,000 in tax, interest, and penalties. The cost for this 
period is approximately $8,000,000. We started out with a list of 31,000 alleged 
racketeers. 


RACKETEER CASE LOAD 


Mr. Dunuap. I do not want to leave the impression that the num- 
ber of cases on our master list at this time is the workload which re- 
mains unfinished, because that would not be exactly true. There were 
about 31,000 cases on that master list of people in illegal forms of 
business when we started. We have completed up to the end of Janu- 
ary approximately 8,900 examinations on those cases. But by the 
time we have finished going through them on this trip, you have to 
turn around and go through them again. We have to keep them in 
line like we do other taxpayers. from here on out, as I see it. 

In other words, we have to continue to pay closer attention to the 
illegal form of operator than we have in the past. 


COST TO COLLECT $1 


Senator Kitcore. Without getting into completely accurate figures, 
from information you -have, what would you say is the dollar cost for 
dollar return in racketeers as compared to dollar cost per dollar return 
in the normal taxpayers? 

Mr, Duntap. Each agent is averaging about $50,000 in the rack- 
eteer case, and it is costing an average of $5,000 per agent. So it is 
about 10 to 1 in the racketeer field. In the regular agents’ work, the 
return is running—you have, to, ayerage in those squads, our agents 
and deputy collectors both, so the average of the agent and the 
deputy engaged in that work before he went into racket work was 
$86,000 per vear ata cost of $5,000 per man. 

Senator Kireore. In other words, we are $36,000 under that now. 

Mr. Dunuap. Yes, sir; for each man. 

Senator Kincore. For $5,000:invested. 

Mr. Duntap. That is right. ~But.if we are going to keep the public 
convinced that we are collecting taxes equally from anybody, we have 
to do it. We cannot neglect any field, regardless of how tough it is 
to operate. 

Senator Kitcore. I-wonder if you could file for the record a state- 
ment of collections by agents and deputy agents in the past. 

Mr. Dounuap. Yes; sir: Of all the categories we have, agents, 
deputy collectors, tax-fraud':people. We have those schedules and 
would be glad to put them in the record. 

(The information referred to is as follows:) 
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Item 


Number of examining officers: 


Deputy collectors. _- 


Internal revenue agents. -._____-- 


Miscellaneous tax agents 
Returns examiners. 


Collectors’ office auditors_...______- 


Tota 
Additional tax assessed 


Number of examining officers and additional taxes assessed for the fiscal years 1944-51 


| 1945 | 1946 1947 
iahishcceretonpeanatptiningsabtcneseeeitlpidiciiesiapiepmanih 


9, 016 
4, 346 5, 857 
55 


15, 005 15, 417 18, 684 
$730, 974, 000 $922, 428, 000 | $1, 280, 218, 000 





Item 


Number of examining officers: 


Deputy collectors. - 
Internal revenue agents 


Miscellaneous tax agents - 


Returns examiners - 


Collectors’ office auditors._.________| 


Total 
Additional tax assessed. 





3, 258 


22, 152 
$1, 856, 603, 000 





1 Estimated. 
COST OF WAGERING-TAX ENFORCEMENT 


Senator Kiitcore. Is there anything further? 

Mr. Duntap. We have one further item, 4,333 employees and 
related costs on a full-year basis for administering the wagering-tax 
provisions of the Revenue Act of 1951, cost of $20,686,591. That is, 
of course, the people who will devote their time to the enforcement 
provisions of that act. As I indicated to you yesterday 

Senator Kircorr. What is the return from that? 

Mr. Dunuap. We do not know yet, sir, because it is a new law that 
we have not been given any specific people to enforce it so far, and we 
have just been doing the best we can with what we have. 


PERSONNEL REQUESTED IN SUPPLEMENTAL ESTIMATE 


Senator Kitcore. These 2,865 additional employees you are asking 
for the racketeer tax-fraud cases, do you have anything in your sup- 
plemental request covering the same group? 

Mr. Dunuap. Yes. 

Senator Kincore. For how many: months? 

Mr. Evans. For 1 mortth. All the personnel in the supplemental 
estimate are for 1 month. 

Senator Kirgore. How much would that be for 1 month? 

Mr. McCouuum. $2,045,475. 

Senator Kincore. Let us get these increases boiled down to bed- 
rock. If your supplemental should be allowed, added to your regular 
request, what would be the addition of the current one over the 1952 
budget plus supplementals? Do not put that in now. Let us make 
it accurate and put it in the record. 
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COMPARISON OF 1952 APPROPRIATIONS WITH 1953 BUDGET 


Mr. Duntap. It is easy enough. It would be an addition of 
$26,500,000. In other words, what we have been granted for fiscal 
1952, plus our supplemental request would total $26,500,000 less than 
the amount we are requesting for 1953. 

Mr. Evans. Mr. Chairman, | have a statement here showing the 
difference in personne]. The 1952 personnel, including the supple- 
mental, would be 115 people less than the 7,439 we are asking for next 
year. I would be glad to submit that for the record. 

Senator Kitcorer. Let us put that in. 

(The information referred to is as follows:) 


Difference between 1958 additional personnel and additional personnel in supplemental 
for 1952 


“ 1952 under 
52 
1952 1953 





Wagering taxes_-_- Saigo agatiakache vue Sidlpei d | 4, 281 1 —52 
Racketeer drive__- sia tind dighha tal tebaln a disaes-eb madi heciiine ‘ 2, 865 |..... 
Increased workload - iSetbhoabadwovsltes cess vce 178 2 —63 


7, 324 | —115 





1 Represents departmental employees in Excise Tax Division. 

2 Covers 114 appellate staff employees in the field; 32 assistant general counsel employees in departmental 
and field; and 15 inspection staff employees in the departmental service, or a total of 161 less in 1952 than in 
1953. This minus total is offset by the inclusion of 98 temporary employees in the 1952 supplemental for 
clerical work on floor stocks taxes. These temporary employees were not requested in 1953. 


COMPARISON OF BUDGET REQUIREMENTS 


Senator Kiincore. Here is what I am getting at. Had you had 
the same number of people working at the beginning of fiscal 1952 
that are shown in your regular budget, plus the supplemental, includ- 
ing these additional duties, counting for the whole year, not your 
supplemental request plus your regular budget, but if those people 
who had been on for 1 month had been on for the whole 12, what 
would be the additional amount you are asking for for 1953? That 
would give us a better picture of what the real difference between 
the budgets would be, based upon workload. 

Mr. Dunuap. Yes, sir. 

Mr. McCo.tuium. We can get that and furnish it for the record. 

Senator Kricore. Could you supply that for the record? 

Mr. Duntap. Yes, sir, we will supply that for the record. 

(The information referred to is as follows:) 

Conversion of all costs in the supplemental estimate to annual rates produces 
a total of $57,483,000. This amount, when added to the current appropriation 
for 1952, would be $310,483,000. On this basis, the 1952 total cost would be 
$5,483,000 in excess of the 1953 estimate. ‘lhis difference can be accounted 
for by the inclusion in the 1952 supplemental of nonrecurring costs in 1953, 
such as temporary help and the expenses incident to housing and equipping the 
additional permanent force requested. Another factor in the above difference 


is the increased reduction in the 1953 pay increase funds to offset savings by 
reason of a reduction in annual leave. 
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ESTIMATE FROM WAGERING-TAX ENFORCEMENT 


Mr. Duntap. So as far as our request is concerned, that is what 
we are asking for. That is what we think it will take to give the kind 
of enforcement, the minimum kind that you in the Senate expect. 
from us. 

It is problematic as to what the outcome of the wagering-tax enforce- 
ment will eventually produce. The estimate prepared and considered 
when the Finance Committee of the Senate approved the measure 
was, I believe, $400,000,000. The Treasury estimate was about 
$300,000,000. There is $100,000,000 difference there. Our estimate 
on what it would take to enforce it over a year’s time is the figure 
that we have given you here in our request. How much of that it is 
going to produce, we do not know. There are too many psychological 
factors, as well as other factors entering into it. 

Senator Kincorr. The reason for the last question I asked was, 
certain duties were cast upon you; had they been cast upon you in 
fiscal 1951 they would have been reflected in the 1952 total budget. 

Mr. Dunuap. That is right, sir. 

Senator Kircore. What would be the actual increase now that you 
have the duties to take care of a full year in place of taking part of a 
year? 

COLLECTIONS FROM WAGERING-TAX OPERATIONS 


Mr. Duntap. Yes, sir. As I say, we will be happy to furnish that. 
I believe I told you yesterday that so far the actual cash produced by 
the wagering-tax operation has been a million and a half dollars. 

Senator KriGore. But you think they are going down the base- 
ment instead of shooting crap in the front room; is that right? 

Mr. Duntap. Yes, sir; I am convinced of that. That is the reason 
I am saying it would be such a difficult job to enforce. 

Senator Kiiteore. In other words, from the living room down to 
the furnace room. 

Mr. Duntap. Yes, sir; behind the boiler. Thank goodness, 
Senator, crap games do not come into it. 

Senator Kircore. Is there anything you wish to ask, Senator 
Ecton? 

Senator Ecron. I wondered on this racketeer provision here, you 
pretty nearly have to work those men at least in groups of two. 

Mr. Duntap. Yes. Those are the types of cases that we practi- 
cally have to work in pairs. As I mentioned on the chart yesterday, 
those types of cases you always work at least two men on them. 
Some of those cases, Senator, will involve up to 30 men. Some of 
those cases involve up into the hundreds of men over the whole United 
States before the whole picture is brought in. If there is a fellow 
operating on a national scale, it is a tremendous operation to get all 
the picture together. 

Senator Ecron. I presume you work in conjunction with the FBI 
in cases of that nature? 

Mr. Duntap. We take advantage of every agency that the Gov- 
ernment has and most of the State and county agencies. We get 
remarkable cooperation from all of the agencies in our cases like that. 
It is remarkable, sir, how much cooperation we receive from State 
and county enforcement officers who help us, and who we in turn can- 
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‘not help. In other words, they tell us everything they know, and 
we cannot tell them anything. But the cooperation is still splendid. 
Senator Kincore. Any further questions? 
Senator Ecron. No. : 


INDIVIDUAL AND CORPORATE TAX RETURNS 


Senator Kincore. Is there any evidence of diminishing returns or 
is there an increase in returns? 

Mr. Dunuap. No, sir; our returns are increasing in number. Of 
course, we do not know what the figure is going to be this year. 

Senator Kingore. Is that an increase percentagew ise to the popu- 
lation i np rease as shown by the 1950 census? 

Mr. Arkeson. Mr. Chairman, it is increasing out of proportion to 
the increase in population for the simple reason that there is a larger 
number of employees working today in relation to the population 
than before. In other words, the added activity in the economy is 
making more income recipients. 

Senator Kitcore. Could you file for the record at this point a com- 
parison of the 1940 census and the 1950 census, based upon returns? 

Mr. Arxeson. Yes, sir. 

Senator Kincore. And also a comparison of the working force in 
1940 and 1950 based upon the census. 

Mr. ArKeson. Yes, sir. 

Mr. Dunuap. You might include in there also the revenues for the 
2 years, 

Senator Kircorr. And a comparison of the revenue as of the 2 
years and of increase or decrease in, shall we say, minimum tax. In 
other words, where you do not have to file. In other words, if we 
have lowered the exemptions, how much we have lowered them during 
that period. 

Mr. Duntap. Yes, sir. 

Senator Kircore. And also the comparison as to individual returns 
and corporate returns. 

Mr. Dun ap. Yes, sir. 

(The information referred is as follows:) 


ara on peroenaes, returns, and collections, fiscal years 1940 and 1950 


Fiscal year— sf 
Percentage 


Items of increase 


Population ; : 131, 640, 000 151, 917, 000 | 

PORT Oe MUONOOR oo dock sddeecebcgntsoweekaas 22, 815 53, 990 | 

All returns filed ; 19, 199, 932 89, 270, 216 | 
Individual income tax. seem eu eid nn ciekicdtc 7, 840, 079 51, 726, 290 
Corporation income Ril sok Sac 5 aa 540, 935 658, 154 
All other a | 10, 818, 918 36, 885, 77 


Internal revenue collections...-___-. RC aa i Ek ee $5, 340, 452,000 | $38, 957, 132, 000 | 


Filing requirements for individual income tax returns: 1940, all single individuals 
with gross income of $800 and married individuals with gross income of $2,000; 
1950, every individual who had gross income of $600 or more. 


Personal exemptions 


Single person 
Married person outa : : ; 
RSC ED De ane set A ee go Sg RO 
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AUDIT OF TAX RETURNS 


Senator Kitgore. One other question. What percentage of re- 
turns are you now able to audit? 

Mr. Duntap. According to the type of return, sir, that varies. I 
believe we have a table here. 

Senator Kitcore. I want comparative figures beginning at the 
end of the Seventy-ninth Congress, running through the EKightieth 
Congress, back up with the increases of the succeeding Congress. Do 
you not think that is fair? 

Senator Ecron. Yes. 

Senator Kitcorse. To show the percentage of returns you are able 
to audit and what you estimate in 1953 based upon your requests. 

Mr. Dunuap. Yes. 

Senator Kricorr. You can put that in the record. I do not want 
that now, but I would like to have that accurate, but I think we will 
have that unquestionably in the committee, and also on the floor. 

Mr. Duntar. We will insert that. 

(The information referred to is as follows:) 


Percentage of returns audited 


Returns Percent 
audited audited 


—|——_———_|-—— 


| 
Fiscal year Returns filed | 


ed ce a ee ne 2, 678, 000 
A Se ee « Swseedatkeccelel 2 eee 2, 971, 000 
1949 f | 92, Sal. 730 | 3, 073, 000 
a Shiie 7 _| 89, 270, 216 3, 545, 000 
We ce heme tiivis Sep weer 4, 382, 000 
19521______ cs eee eee a ‘ | 86, 430, 000 5, 409, 000 
Mis. ge tei oe : 87, 721, 000 5, 623, 000 


| Budget estimates. , ' 
2? Employment tax returns and withholding tax returns combined into 1 return form and counted as 1 
return for 1951 and subsequent years where formerly counted as 2 returns. 


COSTS TO COLLECT $100 


Senator Kirgorr. Can you give us the usual table on the cost of 
collecting $100 worth of taxes? 

Mr. Dunuap. Yes, sir. 

Senator Kirgors. Can you tell us now some of the figures? 

Mr. Arxeson. We have through 1951 now. Some of the figures 
for 1952 and 1953 have not been added to the table. The cost of 
collection for 1951 was 49 cents per $100 collected. For 1952, it 
would be 42; for 1953 we have not calculated it yet. We will be glad 
to put that in the record. 

Senator Kingorr. What was your highest cost and your lowest 
cost by years? 

Mr. Dunuap. It goes clear back to 1866 on here, and I believe the 
highest figure shown here is $5.30 in 1871. 

Senator Kingorr. Could you give us those figures? 

Mr. Duntap. Yes, sir. 

Senator Kiicore. In other words, make us up a complete illustra- 
tive table. 

Mr. Dunuap. We will just have to add 2 years to this table. 
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Senator Kiteore. And also if you could put a footnote in and show 
based on your experience what is the reason for the reduction in cost 
of recovery. 

Mr. Duntap. Yes, sir. 

(The information referred to is as follows:) 


Table showing collections, expenditures, population, tax per capita, cost of collecting, 
and number of employees, fiscal year 1866 to date 


| 
: i 
Cost of | Population | a. por Number of employees 
Expenditures Collections | collect- of United | + 8% per |—________ —— 
| ing $100 | States Bureau! Field Total 


Fiscal 
year 


1866 7, 689,700.46 | $310, 120, 448.13 | 2. 35, 771, 643 669 | 221 | 4,240 4, 461 
er. . 5. 8, 982, 686. 03 265, 064, 938. 43 | | 36, 483, 148 . 265 246 | 4,662 | 4,808 
1868 9, 327, 301. 74 190, 374, 925. 59 37, 194. 653 5. 118 251 | 5,142 5, 393 
1869 | 6,785, 477. 00 159, 124, 126. 86 37, 906, 158 4. 1 255 | 6,003 
1870 | 8, 241, 514. 24 | 184, 302, 828. 34 | 88, 655, 016 
1871 | 8, 408, 634. 29 | 143, 198, 322. 10 | 39, $14, 757 
1872 | 6, 522, 774. 44 130, 890, 096. 90 | 40, 974, 498 
1873 6, 620, 230. 63 | 113,,504, 012. 80 42, 134. 239 
1874. __. 5, 948, 477. 85 102, 191, 016. 98 43, 293, 980 | 
1875. ... 5, 317, 924. 11 110, 071, 515. 00 44, 453,721 | 
1876 | 4, 775, 000. 00 116, 768, 096, 22 45, 613, 462 
1877 | 4,171, 495.00 | 118, 549, 230. 25 | 46, 773, 203 
1878 4,056, 410.00 | 110, 654, 163. 37 47, 932, 945 
1879... 4, 205, 632. 18 | 113, 449, 621.38 49, 092, 687 | 
1880. . _. 4, 505, 640. 73 123, 981, 916. 10 | 50, 262,382 | 
1881...) 5,054,026. 48 135, 229, 912. 30 | 51, 541, 575 
1882._...| 5, 107,481.48 146, 523, 273. 72 | 52, 820, 768 
1883....| 5, 105,957.09 | 144, 553, 344. 86 | 54, 099, 961 
1884... . 5, 100, 451. 84 121, 590, 039. 83 55, 379, 154 
1885. -_ 4, 455, 430. 27 112, 421, 121.07 | 56, 658, 347 | 
1886 299, 485. 28 116, 902, 869. 44 57, 937, 540 
1887 065, 148. 87 118, 837, 301.06 | 59, 216, 733 
1888 , 978, 283. 39 124, 326, 475. 32 | 60, 495, 927 
1889 185, 728. 65 130, 894, 434. 20 61,775,121 | 
1890 , 095, 110. 80 | 142, 594, 696. 57 | 63, 056, 438 
1891 , 205, 655. 49 146, 035, 415, 97 64, 361, 124 
1892 315, 046. 26 | 153, 857, 544.35 | 65, 665, 810 
1893 219, 739. 36 | 161, 004, 989. 67 | 66, 970, 496 
1894 975, 904. 00 147, 168, 449. 70 68, 275, 182 
1895. _.| 127, 601.16 | 143, 246,007.75 | 69, 579, 868 | 
1896... . | 086, 292. 47 146, 830, 615. 66 70, 884, 554 | 
1897 848, 469.49 | 146, 619, 593. 47 | 72, 189, 240 | 
1898 907,010. 50 | 170, 866, 819. 36 73, 493, 926 | 
1899 591, 754. 90 | 273, 484, 573. 44 74, 798, 612 
1900... , 658, 687. 74 295, 316, 107. 57 | 76, 129. 408 
1901... 749, 220. 44 | 306, 871, 669, 42 77, 747, 402 
1902 , 603, 887. 82 | 271, 867, 990. 25 79, 365, 396 | 
1903... 771, 188. 50 230, 740, 925. 22 80, 983, 390 | 
1904... 619, 309. 52 | 232, 903, 781.06 | 82, 601, 384 
1905... 705, 296. 32 | 234, 187, 976. 37 | 84, 219, 378 | 
1906... 727, 170. 11 249, 102, 738. 00 | 85, 837, 372 
1907... 875, 745. 66 269, 664, 022. 85 87, 455, 366 | 
1908. 830, 698. 65 | 251, 665, 950. 04 89, 073, 360 
1909... 975, 238. 75 246, 212, 719. 22 | 90, 691, 354 | 
1910... . 044, 502. 289, 957, 220. 16 92, 267, 080 | 
1911__..] 411, 658. 98 | 324, 526, 299. 73 | 93, 682, 189 
1912 , 509, 983. § 321, 615, 894. 69 95, 097, 298 | 
1913. ...] . 484, 654. 61 | 344, 424, 453. 85 96, 512, 407 | 
1914... 5, 779, 329. 7: 380, 008, 892. 96 | 97, 927, 516 
1915... 804, 688, 415, 681, 023. 86 | 99, 342, 625 | 
1916... | 199, 163. 32 | §12, 723, 287. 77 | 100, 757, 735 | 
1917... 699, 031. 809, 393, 640. 44 95 | 102, 172, 845 | 
1918____| , 008, 214. 3, 698, 955, 820. 93 | a 103, 587, 955 
1919....} 20, 573, 771. 3, 850, 150, 078. 56 53 | 105,003, 065 | 
1920 

1921. . 
1922. . 
1923. 
1924 
1925 


9° 
252 | 6,014 5, 266 
301 6, 010 5, 321 
301 5, 840 | , 141 
272 | 4,864 136 
264 | 4,520 784 
241 | 4,416 , 657 
241 | 3,943 184 
203 3, 780 | 983 
203 | 3,526 } x 
193 | 3,416 
193 | 3,212 | 
193 | 3,212 
196 | 3,806 | 
243 | 4,098 
243 | 3,883 
240 | 3,341 
195 3,097 | 
198 | 3,191 | 
193 | 3,102 
199 | 3,238 
201 , 540 | 
208 642 | 
208 730 | 
211 | 533 | 
207 132 | 
221 983 | 
198 , 793 | 
202») 656 | 
222 | 610 | 
262 405 
277 726 | 
283 553 
317 | 794 | 
285 | 675 
262 | 572 
257 597 | 
259 | 3,444 | 
258 3, 530 | 
259 | 3,613 | 
259 | 3,536 
258 | 3, 586 
294 | 3,698 | 
272 | 3,566 | 
277 | 3,72 
277 | 3,695 
530 | 4, 200 
560 | 4,158 | 
524 | 4,529 
2, 245 7, 352 
| 8,090 | 10,965 | 
27, 037, 134. 5, 407, 580, 251. 81 ‘i 106, 418, 175 | é 5, 462 | 10,386 | 
33, 174, 309. | 4,595, 357, 061. 95 : 107,833,284 | 42. | 6,493 | 10,977 | 
34, 286, 651. 3, 197, 451, 083. 00 | ; | 109, 743, 000 | 6,671 | 11,039 | 
36, 501, 062. 2, 621, 745, 227. 57 a! 111, 268, 000 . 6,552 | 11,061 
34, 676,688.11 | 2,796, 179, 257. 06 t 112, 686, 000 BL 5, 759 | 10, 125 
37, 266, 573.16 | 2, 584, 140, 268. 24 . | 114, 104, 000 | . 6 5,584 | 9,984 |: 
1926 34, 948, 483. 37 2, 835, 999, 892. 19 > 115, 523, 000 s | 4,536 9, 797 
1927 32, 967, 764.17 | 2, 865, 683, 129. 91 | 5 | 116, 943, 000 , 3,801 | 9,410 | 
1928... 32, 599,845.35 | 2, 790, 535, 537. 68 .17 | 118, 364, 000 | , | 3,661 | 9,253 | 
1929. 34, 377,082.59 | 2, 939, 054, 375. 43 | 17 | 119,788,000 | 24. 3,584 | 8, 689 | 
1930. _. 34, 352,063.41 | 3, 040, 145, 733.17 | ~i 121, 213, 000 | ¥ 3,448 | 8, 581 
1931_...| 33,997, 785.84 | 2, 428, 228, 754. 22 | : 124, 070, 000 3, 461 8, 372 
1932 | 33,870, 903. 62 | 1, 557, 729, 042. 64 | ; 124, $22, 000 | 3,407 | 8, 309 | 


See footnotes at end of table, p. 512, 
94650—52—-—-33 
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Table showing collections, expenditures, population, tax per capita, cost of collectiny 
and number of Yen RONNNS, Siscal year 1866 to date—Continued 


| 
| 


Mers | Cost of | Population . 
Fiscal | Expenditures | Collections —_|_collect- | of United | Tex perl 


year | Ste kad capita 
ing $100 cates | | Bureau Field | Total 


i } | } 
$30, 031, 722.98 | $1, 619, 839, 224. 30 $1.85 | 125, 693, 000 | $12. 887 sa 8, 141 11, 524 
1.25 | 126,425,000 | 18. 199 7, 806 11, 216 
1. 54 | 127, 172, 000 | 21. 806 | 12,767 | 16, 52: 
1936... 48, 065,039.27 | 3,448, 571, 174.39 | 1.39 | 128, 429, 000 26. 851 | 3 | 13,311 17, O54 
1937 51, 797,735.44 | 4, 653, 195, 315. 28 | 1.12 | 129, 337, 000 35. 977 | 
1 
1 
1 


| Number of panepmere 


1933 


Se | 


1935. . .. 42, 719, 338.00 | 2,773, 213, 213. 94 | 


aA 
Bae 


1934 Te 28, 826,225.73 | 2,300, 816, 308. 88 | 
“| 
“| 


16,546 | 21,148 
1938 _ . 58, 204,050.43 | 5, 658, 765, 314. 33 | -03 | 130, 200,000 | 43, 462 | 17,465 | 22,045 
1939 . 58, 662,968.60 | 5, 181, 573, 952. 58 -13 | 131,173,000 | 39. 501 | | 18,421.) 22,623 
1940_...| 59,675, 518.41 5, 340, 452, 346. 78 - 12 | 131, 640, 000 40. 568 | | 18,430 | 22, 423 
1941....| 65, 289, 527. 20 7, 370, 108, 377. 66 | . 89 | 133, 212, 000 55. 326 23,079 | 27, 230 
1942_.._.| 873,805, 704.00 | 4 12, 976, 589, 177. 72 | - 56 | 134,082,000 | 96.781 | 24,736 | 20, 065 
1943__._| 3 98, 568, 512.00 | 4 22, 227, 341, 482. 55 -44 | 136, 527, 000 . 805 31, 961 36, 335 
1944. _. 3 129, 416, 848.00 | 439, 991, 717, 001. 08 - 32 | 138, 001, 000 . 793 46, 17) 
1945. ___| * 144, 786, 969.38 | 4 43, 675, 865, 945. 25 .33 | 139, 601,000 | ¢ » 862 | 49, 814 
1946____| 3 174, 055, 640.00 | 4 40, 558, 913, 039. 51 | -43 | 140, 987, 000 59, 695; 
1947__..| 203, 916,822.00 | 39, 108, 385, 741. 63 | - 52 | 143, 892, 000 52, 830 
1948___.| 183, 731,060.00 | 41, 864, 542, 295. 40 -44 | 146, 571, 000 | 52, 143 
1949... 209, 205,715.00 | 40, 463, 125, 018.61 | .52 | 149, 215, 000 | : | 4, 554 47, 712 52, 266 
1950 | 230, 408, 200.00 | 38, 957, 131, 768. 00 . 59 | 151,917,000 | 256.437 | 4,303 | 51,248 | 55, 55! 
1951_...| 245, 869, 538. 00 50, 445, 686, 315. 16 | -49 | 154, 353, 000 5 4,080 | 53, 765 57, 795 
1952____| § 278, 500, 000. 00 66, 867, 000, 000. 00 | . 42 | nnn ab hse Uabiancs Scndel Meet O 
1953____| ® 305, 000,000.00 | 75, 549, 000, 000. 00 ° | avenessivechdedatpepevens| Oapeel 


B58 


02 oo 
2= 


~]— 
TEENS 
a ~Jj 


te 
g 





1 Exclusive of cost of prohibition and narcotic enforcement. 
* Exclusive of prohibition and narcotic personnel. This personnel for the fiscal years concerned is as 
follows: 


Number of employees 
Fiscal year ede re 
| Bureau | Field | Total 


ee i ‘ ‘ come y | 450 2, 142 
1921... Li Secu ee Ebates etic meet cael 503 2, 168 
1922... . v ies eae ; 1s ean paln aoek 604 3, 074 
1923. ; i-eueohaenanont ‘ Laue dealers 687 2, 695 
1924 7 Ae RG Pan k EEE EE. AE | 688 2, 631 
1925 : , j-enpeens ieee ae tinsocvu oun nted 592 3, 173 
1926 307 3. 263 
1927 (prohibition ‘and narcotic enforcement placed under separate 
bureau, effective Apr. 1, 1927 (Public Act No. 751, 69th Cong.). | 


3 Excludes amount transferred to Post Office Department to cover cost of selling vehicle-tax stamps. 
4 Excludes amount collected by Post Office Department for vehicles tax. 

5 Including pending supplemental estimate. 

6 President’s budget message. 


The decreases during the past 2 or 3 years in collection costs per $100 have been 
brought about not only through increased tax rates and expanded national income, 
but also through cumulative economies in operations. These economies are 
attributable to such improvements as consolidation of the withholding and 
social-security returns, mechanization, shortened procedures, mass methods of 
mailing the returns, organizational changes, etc. 

Senator Ecron. In connection with the table on audits, I think it 
would be helpful if in that connection the collections would be included. 

Mr. Dunuap. The results, yes. We will put that in the same_table. 

Senator Ecron. The collections correlated with that. 

Mr. Dunuap. Yes, sir; we will include that in the same table. 


10-YEAR TABLE ON TAX OPERATIONS 


Senator Kitcore. At this point I want to put in a 10-year summary 
coupled with two additional years estimates on the gross collections, 
appropriations, expenditures, and number of employees of the 
department. 
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(The information referred to is as follows:) 


Statement showing gross collections, amounts appropriated and expended for admin- 
istrative expenses, and number of employees for each of fiscal years 1940 to 1958, 
inclusive 


| ; 
i 7e8 2S © ti | Appropria- | — = | Number of 
Fiscal year | Gross collections | oo | Expenditures | employees 

! } 
Ob clerics oda bia sab cdeaan ...| $5,840, 452,346.78 | $59,877,500 | $59, 675, 518. 41 22, 423 
1941__- Be ee al ee ake ..| 7,370, 108, 377. 66 | 66,006,860 | 65, 289, 527. 20 | 27, 230 
1942 | 13,047, 868, 517. 72 | 77, 725, 421 1 73, 805, 704. 00 | 29, 065 
1943 ps ....| 22,371, 386, 496. 5: 103, 109, 680 | 1 98, 568, 512. 00 | 36, 338 
1944. a] ; ..--| 40,121, 760,232.77} 133, 821, 735 | 1 129, 416, 848. 00 46, 171 
1945 43, 800, 387, 575. | 146, 900,000 | | 144, 786, 969. 38 49, 814 
1946 40, 672, 096,998.00 | 176, 650,000 | 1 174, 055, 640. 00 | 59, 693 
1947. 39, 108, 385, 741. 6: 204, 417, 400 203, 916, 822. 00 | 52, 830 
1948 41, 864, 542, 295. 188, 000, 000 183, 731, 060. 00 | 52, 143 


1949... : 40, 463, 125, 018. 6 210, 859, 000 209, 205, 715.00 | 52. 266 


1951 ‘ 
1952... -.. 
1953 


50, 445, 686, 315. 16 246, 820,000 | 245, 869, 538.00 | 57, 795 
2 66, 867, 000, 000. 00 253, 000, 000 253, 000, 000. 00 | 34 55, 570 


| 
| 
| 
| 
| 

1950 : | 38,957, 131,768.00 | 230, 500, 000 230, 408, 200. 00 | 55, 551 
: 5; | 

| | 

}? 75, 549, 000, 000. 00 3 305, 000, 000 | 2 305, 060, 000. 00 34 63, 371 

' 


1 Excludes amount transferred to PostOifice Department to cover cost of selling vehicle-tax stamps. 

? Estimated gross collections before deducting refunds. Refunds, excluding interest cost, 1952, $2,482,000,- 
000; 1953, $2,682,000,000. 

’ Estimated; based on budget figures. 

‘ Average number of employees. 


TAX COMPROMISES 


Senator Kricore. Is there anvthing further you wish to say, Mr. 
Commissioner? 

Mr. Duntap. No, sir. I believe that is all we have to ask you for. 
We want to emphasize we would be most happy to give vou anything 
we can or to answer any questions you have. 

Senator Kincgorr. Do you have any figures that might reflect 
amounts compromised in the past 10 years, “shall we say? I ask you 
that because I am sure we will be asked that question. 

Mr. Dunuap. I am sure you mean the amount of the original 
liability and the amount for which it was finally settled. 

Senator Kincore. Yes, and would that show the extent of waivers? 
That would mean where the people waived the statute of limitations. 

Mr. Dunuap. Of course, any offer in compromise filed automa- 
tically waives the statute of limitations. 

Senator Kircorr. | know. You might get those figures. 

Mr. Dunuap. Yes, sir. We have them here approximately for 
the fiseal year ended June 30, 1951, but we do not have them back 
over that period of time. So that would have to be compiled. 

Senator Kircore. Do you have available without too much work 
for 2 or 3 years back the number of claims compromised? 

Mr. Dunuap. It is going to take considerable time, I believe, sir, 
to go back that far, but we can get the figures. 

Senator Kitcore. Give us that figure, and if we want the rest we 
will ask for it. 

Mr. Dunuap. This was gotten up in quite a rush yesterday, sir, and 
it needs some additional work done on it. 

Senator Kitcore. Will you do that and furnish it for the record? 

Mr. Dunuap. Yes, sir; I would be happy to. 

(The information referred to is as follows: ) 
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Summary OF Orrers IN ComproMIsE AccepTenD, 1940-51 


The following table presents summary data in respect to the cases in which 
offers to compromise various Federal taxes under the provisions of section 3761 of 
the Internal Revenue Code were accepted during the five fiscal years ended June 
30, 1951. Some of the component figures included in the totals have been esti- 
mated. The figures on tax assessments include (1) cases in which duplicate 
amounts have been asserted against transferrors and one or more transferrees, 
and (2) cases involving jeopardy assessments in which excess assessments were 
made in order to fully protect the interests of the Government. Under certain 
circumstances, it is only possible to achieve adequate safeguarding of the revenue, 
where the exact amount of tax is not known, by the administrative devices of 
duplicate or overlapping assessments. 


Amount of 
offers in com- 
promise 

accepted . 


Amount of 
tax assess- 
ment 


Number of 


Fiscal years mae 
cases 


June 30, 1947 z Pea, ohare eS , 639 | $14, 263, 100 $7, 183, 300 
June 30, 1948 cee chat 660 | 12, 270, 700 4, 437, 040 
June 30, 1949... esate va , 749 | 16, 104, 700 6, 306, 760 


June 30, 1950. __- . ie ved ‘ sguiii , 697 
June 30, 1951 ante ty Siete . nasal tans 2, 482 


14, 021, 100 5, 516, 710 
18, 067, 800 6, 860, 490 


PERSONNEL STRENGTH, 1947-53 


Senator Kiicorr. At this point we have a breakdown here on 
personnel for 1948, 1949, 1950, 1951, 1952, and 1953 estimate, which 
would show an increase of 14,065 employees in 1953, provided, of 
course, the total request of 7,439 is met. I would like to put this in 
the record with the necessary footnotes. 

(The information referred to is as follows:) 


Increases and reductions in permanent personnel as allowed by Congress, fiscal years 
1947 to 1952, and number requested fiscal year 1953, also comparison of 1953 
estimated force with that authorized for 194? 


Fiscal years 


1947 | 1948 | 1949 | | 1951 | 1952 | 1953 


EOE | Sint suteeen sets . | | Rie 2 open eee 
Auditor ‘ Asana Sebiiicn patholed 4 148 |_. | 283 
Deputy collector... -.-.--..------- | |—3, 225 589 | 
Supervisor of A and C-. Sa RE lade nih sine dg innmecnt 
Tax-return specialist hes . 7 
Inspector (Internal Revenue inspection | 

service) ‘ 
Inspector (Alcohol and Tobacco Tax Divi- | 

sion) abies wired tak “ ‘ 
Internal revenue agent. -_--- 
Intelligence agent 
Investigator i 
Returns examiner-_- 
Examiner “a 
Storekeeper-gager 
Technical adviser niet 
All other... ----- : ape <a 1, 652 | 


Total si al aard bas ..| 6,688 |—6,! , 925 | : —650 | 7, 439 
Total authorized force__.-.....--.-- -.----.-| 57,952 | 50, 6 43 | 57, 261 64, 704 
Increase, 1953 authorized force compared | | 

NOTE TN nnd erence an cges bios csc mbanenudiiaedeyeel 


It may be inferred from the above tabulation that it was the intent of Congress 
to enable the Bureau to increase its personnel strength by 9,733 permanent 
positions over the 6-year period, 1948 through 1953. The net increase realized 
in 1953, as compared with the close of fiscal 1947, however, will be 6,752, or a 
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difference of 2,981 positions. Otherwise stated, the total number of positions 
available to the Bureau in 1953 will be 4.4 percent less than the total figure 
obtained by addition of the increases for 4 years and subtraction of the decrease 
for 2 years. 

Several factors have operated to cause this 4.4 percent shrinkage in the number 
of positions that can be supported by the funds available for that purpose. One 
factor is the loss in number of positions that occurs when low-salaried clerical 
positions are eliminated in favor of higher salaried positions in the enforcement 
area. For example, the funds that support five file clerk positions are sufficient 
to support only approximately three deputy collector positions. Transfer of 
funds resulting from savings in the nonenforcement area to the support of 
enforcement persennel has been in progress throughout this 6-year period, in 
accordance with the established management program of the Bureau, and with 
resulting shrinkage in total permanent positions. 

A second factor has been the need to draw on the funds, initially allocated to 
salaries, in order to meet the rising costs of objects of expenditure other than 
personal services. Costs of printing and reproduction, transportation, equipment, 
rented space, stationery and supplies have increased during the intervals between 
the preparation of the appropriation estimates and the expenditure of funds for 
these purposes. For example, the cost of tax-return forms will be over 50 percent. 
larger during the current year than during 1951. The costs of such nonpersonnel 
items must be met, and it has been possible to do so only by drawing on the 
funds that were allocated to salaries when budget estimates were prepared. 

A third factor—but a very minor one—has been the increased expenditures. 
represented by increasing the grade classifications of a few types of positions. 
It has been recognized that many types of positions in the internal-revenue service 
have been undergraded in light of the responsibilities attached to them. Higher 
classifications have been obtained in some few categories of positions most 
urgently.in need. of adjustment upward, resulting in some small shrinkage in 
number of permanent positions that can be supported on the basis of available 
funds. 


1952 ACTUAL PERSONNEL STRENGTH 


Senator Kineore. Also insert at this point, the monthly employ- 
ment data for the fiscal year 1952. 

Mr. Dun.ap. Yes, sir. 

(The information referred to is as follows: ) 


Employment by months, fiscal year seks —naenner of employees on rolls at close of 
mont 

1951—July Spent We earn peer Ce. Sci alaid Jie 57, 745 
August Poe els 56, 834 
September. 56, 119 
RR a a Tae ee 55, 780 
a, are ae ae 55, 742 
December - - Oe oe sae ter ee eee ; 55, 433 
January Ws Shaw dis cous ; bbe 55, 157 
February ; “e bikra alas bearer 55, 650 
SG Bi die bib hak oo Shee ace EY ay sks o 56, 000 
Rents Shs te tS SLE DEG ag ba ea gh 56, 000 
ay aa a's Bonen a So oo HS LS Bit 55, 750 
June “2 , ci te el ee _ 155,570 

! Estimated. 


Mr. Arxeson. Mr. Chairman, may I ask vou if it would be proper 
to consider including 1947 in the first of the two tables you have 
requested? 

Senator Kizgorp. Absolutely. It might give us more information. 

Mr. Arxeson. Yes, sir. The reason I ask it is to give a clearer 
picture. 

Senator Kingorr. We want to get the fairest possible picture. 
What you consider is the fairest to your Department and gives you 
the correct justification for your request. If you want to put in 
1947, I am favorable. 
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Mr. Arxeson. That was the year before the $20 million cut. You 
are starting off with a 50,000-employee figure in 1948 which was 
really the low point. 

Senator Krucore. Let us put in 1947, 

Senator Ectron. In order to be absolutely fair, I think in con- 
nection with the table on audits and collections that the average 
tax base for tax rate should be there, because our tax rate has been 
changed from year to year, and it would not be a true reflection on 
either audits or collections unless we had that rate there, too. 


POST AUDIT PROCEDURE 


Mr. Duntap. May | inject a thought there, Senator? The Bureau 
of Internal Revenue is always auditing 2 or 3 years back. In other 
words, the rate in effect for 1947 would not affect what we showed as 
additional collections for 1947, because we probably would be auditing 
1945 returns. In those figures when we say in 1948 we go out to audit 
a taxpayer, we would catch him for 3 years and there would be prob- 
ably three different-tax rates involved, whereas our figures would only 
show the total of the 3 years we examined. We habitually examine 
more than 1 year. So it is almost impossible to break it down by the 
rates per year, bearing in mind that we are working in our examina- 
tion program at least 2 years behind the current rate. 

Of course, we have not made any examinations under the new rates 
in effect now which will reflect the higher returns next year. 

Senator Ecron. There would be that discrepancy. 

Mr. Dunuar. Especially where our agents, when they go out to 
audit a man’s returns, catch him for every open year. In order to 
catch up after the war, it is necessary to take as many as 3 years at 
one time. I believe that figure would be an impossibility for us to 
reach. 


AMOUNT REIMBURSED FOR ADMINISTERING SOCIAL SECURITY TAXES 


Senator Kircore. Now, reverting to the 1953 estimate of $305,- 
000,000, is it not true that $21,000,000 is directly reimbursible from 
the OASI fund to cover the Bureau service costs. 

Mr. Arxeson. We do make an estimate as to the cost of adminis- 
tering the social-security taxes, and the fund is deducted from that 
amount, but it does not come to us. 

Senator Kircorr. It does not come to you. It comes to the general 
fund of the Treasury, I realize that. But what is the estimated 
amount you will get back? 

Mr. ArKreson. $21,015,956 for 1952. 


PENALTY TAXES 


Senator Kitcorr. One other question that I have been trying to 
bring into the open for a long time. Is it possible for you to give us 
the figures on the totals of penalties collected in these past due tax 
cases, exclusive of interest? I just mean penalties, where the special 
agents go out and settle these cases. In other words, the total amount 
in the way of penalties. 
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Mr. Dunuap. The special-agent cases, sir, could involve either the 
a0 pere ent penalty or the 5-percent penalty. 

Senator K1nGorn. I mean the total dollar return on that. 

Mr. Duntap. From penalties alone? 

Senator Kitcore. From penalties alone throughout the entire serv- 
ice, and to what does that go? Does not that go into the general fund 
of the Treasury? 

Mr. Dunutar. The Commissioner’s annual report for fiscal 1951 has 
been printed, but it has not been released yet. 

Senator Kitcore. Probably you can get your figures from that, 
but I think it is well to have those figures in this evidence for this 
reason. At least a part of your special agent cost is offset by collection 
of penalties in cases settled, is that not right? 

Mr. Dunuap. Yes, sir. 

Senator Kinrgore. I would like to know how much that amounts 
to compared to the cost of the special agents. 

Mr. Dunuap. Yes, sir. 

Senator Kitcore. Because it is not reflected otherwise. 

Mr. Duntap. Without taking time here, we will try to dig that 
out and put it in the record. It is a sizable figure. 

Senator Kineore. | know it will be. 

Anything further, Senator Ecton? 

Senator Ecron. I have nothing further. 

(The information referred to is as follows: ) 


Penalties assessed and cost of Special Agents Force, fiscal year 1940 through 1951 


| Allotments to | Penalti Allotments to 
lve a) - LleS > ioe ~~ 
7 assessed (in: | Myeligenes 
s SiO 
. ; come and : 
Speciz Speciz 
Force) only) Force) 


Penalties 
| assessed (in- 
come and 
profits taxes 
only) 


$7, 781, 874 $1, 063, 600 Ay ‘ $19, 220, 089 $5, 515, 566 
5, 468, 499 | , 260, 980 947 ; 29, $32, 060 , 450, 544 
11, 524, 402 | , 358, 745 ¢ sis : 36, 670, 446 5, 563, 452 
6, 642, 063 , 674, 198 O44 | 43, 392, 754 , 468, 919 
6, 512, 442 , 939, 245 OK ; 52, 348, 322 | ‘ , 312, 094 
10, 005, 133 , 984, 460 95 57, 435, 104 | 897, 458 

« 


TOTAL 1953 TREASURY BUDGET 


Senator Kincors. While we are discussing operating expenses of 
the Bureau, I think it worthy to note at ‘this point, that of the 
$693,000,000 requested for appropriations of the Treasury Department 
for the fiscal year 1953, almost one-half of the sum, or $305,000,000 is 
for the Bureau of Internal Revenue. And of the $73,700,000 increase 
requested for all an regular Treasury appropriations over the 1952 
appropriations, $52,000,000 is for the Bureau of Internal Revenue, and 
of this $52,000,000, about half of it is for pay act increases, and most 
of the remainder is for the wagering and racketeer programs. Is that 
not about the situation, Mr. Commissioner? 

Mr. Duntap. That sums it up very nicely. 
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INCOME TAX ON ALASKA RAILROADS 


Senator Kircore, The other appropriation under the jurisdiction 
of the Bureau of Internal Revenue relates to the additional income 
tax on railroads in Alaska. The estimate and jusification supporting 
the same will be inserted in the record at this point. 

(The information referred to is as follows:) 


AppITIonaAL INcomME Tax ON RarLRoADS IN ALASKA (ReEceErpT Limiration), 
TREASURY DEPARTMENT 


Analysis of appropriation base for fiscal year 1953 


Regular appropriation, 1952 act_______-_- 
Supplemental appropriation for 1952___- 


Total appropriation, 1952____- 


Appropriation base for 1953____- ~~ - oe 
Increase over appropriation base for 1953_-_-- 


Appropriation estimate for 1953___.______.__- 
Decrease from total appropriation, 1952__-__ -- 


Comparison of appropriation base with appropriation estimate for 1953 

| Appropria- 
tion esti- Increase or 
mate for decrease 


| Appropria- 
ion base 
for 1953 


Activity 


| 
| 
Lihicdapaatlitiecabeditlainendill-denibitee 


ORJECTIVE CLASS 


13. Refunds, awards, and indemnities__.._............-------- | $8, 000 | $7, 000 —$1, 000 


BureAv oF INTERNAL REVENUE, ADDITIONAL INCOME Tax ON RAILROADS IN 
ALASKA (ReEcErpT LIMITATION) 


GENERAL STATEMENT 


A tax of 1 percent on the gross annual income of all railroad corporations 
doing business in Alaska, on business done in Alaska, is collected each fiscal year 
by the Bureau of Internal Revenue and deposited into the Federal Treasury to be 
paid to the Treasurer of Alaska and to be made applicable to general Territorial 
purposes. (Secs. 1300 and. 1301, I. R. C.; Treasury Department Appropriation 
Act, 1952.) 

There is only one railroad corporation which is subject to this tax now oper- 
ating in Alaska: The Pacific-Arctic Railway & Navigation Co. 

In the fiscal year 1949 the amount of tax collected from this source was $6,- 
873.27. In the fiscal year 1950 these collections amounted to $7,123.89, and:in 
1951, $6,740.63 was collected. Collections from this source for the fiscal year 1952 
are estimated to total approximately $7,000, and the estimated amount for 1953 
is based on this figure. 


EXPLANATION OF LANGUAGE CHANGES 


The changes in the text of this appropriation are proposed to accomplish the 
conversion of such appropriation from a definite annual status to an indefinite 
annual status, and to simplify the language of the text. 

There is no apparent reason why this appropriation should not be converted 
to an indefinite status. In this connection it might be noted that prior to 1934 
&@ permanent appropriation was provided for this item. The Permanent Appro- 
priations Repeal Act of 1934 converted it, along with various other permanent 
appropriations, to a definite annual status. 

All taxes collected under section 1300 of the Internal Revenue Code must be 
paid to the treasurer of Alaska and made applicable to general Territorial purposes. 
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An indefinite appropriation would facilitate the payment of these collections to 
the Alaskan government. Under present requirements, any excess of receipts 
over the amount appropriated is authorized to be appropriated for the following 
fiscal year (sec. 1301, 1. R. C.). An indefinite appropriation would eliminate any 
delays in the payment of these funds. 


TAX REVENUE FROM ALASKA RAILROAD 


Senator Kircoere. Will you please tell us about the $7,000 estimate 
and why it is $1,000 under the 1952 appropriation? 

Mr. Evans. The estimates are based on collections each year, and 
the money the Bureau collects goes back to the Alaskan government 
to be used for general Territorial purposes. In past years, both this 
committee and the subcommittee of the House Appropriations 
Committee asked why this appropriation could not be made a per- 
manent indefinite one. We have advocated that action, and in the 
language in the budget for 1953, they have changed it to an indefinite 
annual appropriation; thus allowing the Bureau to return to Alaska 
so much as is necessary, meaning the actual collections. There is no 
more to this appropriation than simply returning to the Alaskan 
government the 1 percent tax on the gross annual income of railroads 
doing business in Alaska. 


TOTAL FEDERAL BUDGET RECEIPTS 


Senator Kitcore. Based upon the 1953 estimate, the total budget 
receipts for the Government are in round numbers $71,000,000,000. 
What percentage of that money will be collected through the interna! 
revenue service? Could you furnish that figure percentagewise? 


Mr. Dunuap. Yes, sir. 

Mr. Arkeson. Mr. Chairman, the 1953 fiscal year, the President 
estimated $75,549,000,000 as being collected by the internal revenue 
service. On a net basis, or excluding refunds and appropriations to 
Federal old age and survivors insurance trust fund, that represents 
$68,837 ,000,000, or 96.5 percent of the total Government revenue. 

Senator Kingore. Where is the difference of that amount? 

Mr. Arxkeson. It is in all other receipts, such as customs and 
miscellaneous. 

Senator Kitcore. Stumpage from the Forestry Service. The 
return from that runs to ‘a sizable figure. Their collection from the 
stumpage will more than pay for the total cost of the operation. 

Mr. Arxeson. The actual receipt figures are only $2,188,000,000 
for other than internal revenue receipts. 

Senator Kitcore. Gentlemen, if that is all you have to put in, 
thank you very much. 

Mr. Duntap. Yes, sir. 

Senator Kitgore. This will conclude the Treasury Department 
hearings except for the necessary items to be inserted in the record as 
soon as they are prepared, unless we ask you to come back about 
something, or unless before the hearings are over you find something 
that you have omitted that you would like to insert in the record. 

‘Mr. Duntarv. We will insert everything you mentioned. 

Senator Kiteore. At this point we will insert in the record a table 
showing Treasury appropiations obligations in the first 7 months of 
fiscal year 1952. 
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(The table referred to is as follows:) 


TREASURY AND POST OFFICE APPROPRIATIONS, 1953 


eee and eres, fiscal year 1952 as of Jan. 31, 1952 


Appropriation 


Office of the Secretary, salaries and expemses......-..-..- 


Bureau of Accounts, salaries and expenses 


Division of Disbursement, salaries and expenses -- - 
Bureau of the Public Debt, administering the public debt. 


Office of the Treasurer, salaries and expenses 
Contingent expenses, public moneys 

Bureau of Customs, salaries and expenses. _..-- 

Bureau of Internal Revenue, salaries and expenses. 


Additional income tax on railroads in Alaska esas Scie ack bined 


Bureau of Narcotics, salaries and expenses Woe 
Secret Service Division, salaries and expenses. .--- -- 
White House Police, salaries and expenses. -- 
Guard force, salaries and expenses a 
Bureau of the Mint, salaries and expenses 

U. 8. Coast Guard, operating expenses 


Acquisition, construction and peer Js36. 


Retired pay 
Reserve training 


Total, Treasury Department 


! 
Amount 


to date for 
fiscal year 
1952 


$2, 446, 000 
1, 925, 000 
11, 500, 000 
50, 500, 000 
20, 600, 000 
500, 000 
37, 500, 000 
253, 000, 000 
8, 000 

2, 500, 000 
2, 500, 000 





450, 000 


4, 600, 000 | 


190, 700, 000 

__.| 18, 225, 000 
--| 16, 647, 000 

| 1) 850, 000 


616, 098, 000 


appropriated 


647, 000 | 


Obligations 
for operating 
appropria- 
tions from 
} July 1 
through 
Jan. 31, 1952 


$1, 598, 911 


159, 126, 313 

6, 741 

1, 443, 500 

1, 583, 994 

371, 958 

244, 432 

2, 835, 088 

99, 739, 673 

14, 551, 873 

9, 417, 526 

750, 225 

| 339, 020, 687 
! 


! Does not reflect heavy workload for income tax refund program in the third and fourth quarters. 


: Includes transfer to Post Office of $3,563,000. 


3 Includes $9,303,775 for United States currency from the Bureau of Engraving and Printing. 


Senator K1LGorp. 


we begin the Post Office hearing. 


(At 4:35 p. m., 
until Thursday, February 


We will recess then until tomorrow at 2:30 when 


Wednesday, February 27, 1952, a recess was taken 
28, 1952, at 2:30 p. m.) 





